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A  WORD  FROM  ALBERTA  EDUCATI ' 

Most  people,  including  teachers,  have  a  very 
limited  background  in  the  discipline  of  economics,  but 
nevertheless  realize  its  critical  importance  in  today's 
world.   With  this  in  mind,  the  Social  Studies  Curriculum 
Coordinating  Committee  was  extremely  pleased,  in  Spring 
1979,  to  accept  a  proposal  for  a  joint  project,  with  the 
Alberta  Foundation  for  Economic  Education, to  demonstrate 
how  economic  concepts  can  be  incorporated  into  the  teach- 
ing of  prescribed  social  studies  topics. 

Under  the  project,  materials  were  prepared  for 
each  grade,   1  -  12,  to  demonstrate  how  concepts  from 
economics  can  be  used  to  accomplish  social  studies  objec- 
tives and  to  provide  students  with  a  deeper  understanding 
of  an  important  part  of  their  world.   The  instructional 
materials  that  follow  represent  the  Division  One  component 
of  this  joint  undertaking. 

Alberta  Education  is  indebted  to  the  Alberta 
Foundation  for  Economic  Education,  and  to  those  persons 
who  developed,  piloted  and  revised  these  materials.   The 
project  represents  a  unique  approach  to  curriculum  develop- 
ment  in  that  it  has  involved  the  educational,  academic, 
business  and  labour  communities  working  together  for  a 
common  purpose.    I  am  sure  that  you  will  find  the  product 
of  their  collaborative  efforts  to  be  most  useful  in  your 
planning  and  instruction. 


F.  A.  Crowther 

Associate  Director  of  Curriculum 

Social  Studies 


HOW  THIS  HANDBOOK  CAME  ABOUT 

The  Alberta  Foundation  for  Economic  Education  (AFEE)  is  a 
non-profit  organization  chartered  under  the  Societies  Act 
of  Alberta  in  June  1978.   Membership  is  open  to  any  person 
concerned  with  the  economic  literacy  of  Albertans,  and 
particularly  in  improving  economic  understanding  among 
students.   In  this  way,  coming  generations  of  citizens 
should  be  better  informed  in  their  own  personal  decision- 
making, in  evaluating  the  choices  each  must  face  as  producers, 
consumers,  and  citizens  in  a  democratic  society. 

AFEE  is  a  non-partisan  organization.   The  composition  of  the 
AFEE  Board  of  Directors  reflects  this,  being  made  up  of 
representatives  from  business,  labour,  agriculture  and 
education.   Specifically,  members  of  the  AFEE  Board  of 
Directors  include  representatives  of  the  Alberta  Chamber 
of  Commerce,  the  Alberta  Federation  of  Labour,  UNIFARM,  The 
Alberta  Teachers  Association,  and  elementary,  secondary,  and 
post- secondary  education. 

These  directors  believe  that  economic  education  has  a  number 
of  dimensions.   These  are:  assisting  the  individual  to 
think  logically;  distinguishing  issues  of  fact  from  issues 
of  value;  seeing  the  many  sidedness  of  economic  and  social 
problems  and  that  solutions  are  usually  limited  and 
imperfect;  recognizing  economic  and  non-economic  factors  and 
being  aware  of  the  tensions  between  them. 

In  the  Spring  of  1979  AFEE,  with  funding  through  the  Edmonton 
Chamber  of  Commerce,  and  the  Curriculum  Branch  undertook  a 
co-operative  shared  cost  study  to  identify  the  extent  to 
which  the  projected  new  social  studies  curriculum  that 
became  operative  in  1981  contained  opportunities  for  students 
to  acquire  an  understanding  of  a  number  of  important  concepts 
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essential  for  economic  literacy.   This  evaluation,  by 
three  Calgary  teachers,  took  place  in  the  summer  of  1979. 
A  short  handbook  was  produced  by  the  authors  containing  an 
illustrative  set  of  classroom  activities  that  might  be  used 
by  teachers  in  developing  student  understanding  of  some  of 
these  concepts.   This  handbook  was  piloted  in  twenty-four 
classrooms  in  the  late  winter  of  1981.   Based  on  expert 
teacher  feedback  from  that  pilot,  AFEE  and  Alberta  Education 
agreed  that  it  would  meet  an  identifiable  need  if  the 
handbook  was  greatly  expanded  in  activity  content  and  fully 
integrated  at  all  grade  levels  with  the  social  studies 
curriculum.   AFEE  requested  financial  support  for  this  from 
the  Alberta  business  community,  working  through  the  Calgary 
and  Edmonton  Chambers  of  Commerce,  and  they  generously 
responded. 

A  team  of  Calgary  teachers  undertook  development  of  the 
expanded  handbook  in  the  summer  of  1980,  and  early  in 
winter,  1981,  the  manuscript  was  read  critically  by  four 
permanent  academic  staff  members  of  the  Department  of 
Economics  at  the  University  of  Alberta.   The  manuscript, 
together  with  their  critical  comments,  was  then  piloted 
in  twenty-four  classrooms  Ctwo  at  each  grade  level)  in 
schools  throughout  the  province.   Pilot  testing  was 
encouraging.   Pilot  feedback  and  the  substantive  comments 
of  our  economist  readers  were  taken  by  the  development 
team  in  the  summer  of  1981  and  used  in  reworking  the 
draft  into  final  form. 


Edward  J.  Chambers 
President,  AFEE 


2  September  1981 
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PREFACE 


Economics  is  the  study  of  how  man  attempts  to  satisfy  his 
needs  and  wants  in  a  condition  of  scarcity.   Because  of 
scarcity,  choices  must  be  made  about  what  to  produce,  how  to 
combine  resources  in  production,  and  how  to  share  the 
products.   Every  society  must  contain  some  means  -  markets, 
traditions,  judges,  or  whatever  -  for  making  these  decisions 
The  decisions  that  are  made  may  be  more  or  less  efficient, 
just  or  wise,  but  they  are  made. 

The  Alberta  social  studies  program  draws  on  content  from 
"history,  geography  and  the  social  sciences  to  help  students 
inquire  into  relevant  social  issues  affecting  the  political, 
economic  and  sociocultural  life  of  the  local  community,  the 
province,  the  nation  and  the  world". 

Many  of  the  social  issues  in  the  1981  Alberta  Social  Studies 
Curriculum  involve  economic  decisions.   For  example,  at  the 
Grade  One  level  students  deal  with  the  issue  "How  would  work 
be  shared  if  the  family  believed  strongly  in  allowing  for 
individual  differences?"   At  the  Grade  Eleven  level,  a 
central  issue  examined  is  "Should  there  be  a  global  system 
to  control  the  production  and  distribution  of  food?". 

This  handbook  for  teachers  will  assist  in  the  examination  of 
these  economic  issues  by  providing  suggestions  for  student 
activity  involving  students  in  the  inquiry  process  into 
economic  decision-making. 

There  is  a  handbook  for  each  school  division  encompassing 
grades  1  -  12.   Within  each  is  a  common  introduction, 
description  of  economics,  glossary  of  economic  concepts  and 
terms  and  bibliography.   Please  refer  to  the  "Format  for 
Instruction  Activity"  following  this  introduction. 
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Although  concepts  are  developed  sequentially,  repetition  of 
some  concepts  in  various  grades  is  possible.   Any  developed 
concept  within  the  context  of  a  particular  activity  however, 
is  tied  directly  to  that  activity  and  topic.   Reinforcement 
is  an  important  part  of  eocnomic  development  and  under- 
standing . 

NOTE:   Handbooks  for  other  grade  divisions  are  available  upon 
request.   It  is  strongly  recommended  that  activities 
are  used  only  at  the  grade  level  for  which  they  are 
intended. 

We  trust  that  usefulness,  stilulation  and  economic  objectivity 
will  be  the  trademark  of  this  handbook. 


Ron  Jeffery 

Vice-President 

Alberta  Foundation  for  Economic  Education 

July,  1981 
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FORMAT  OF  INSTRUCTIONAL  ACTIVITY 


The  activity  format  for  this  handbook  will  follow  the  outline 
below: 


Title 
Recommended  Use 

Focus  Question 

Time  Required     - 

Concept (s) 

Related  Concepts 


Instructional 
Objectives 


Activity  identification 


Rationale 


Materials 
Procedures 

Evaluation 


Grade  and  topic  or  ability  level  for 
which  the  activity  is  intended 

Specific  relationship  to  economic 
concept  being  developed 

Number  of  class  periods  to  complete 
activity 

The  concept(s)  that  serve  as  the  main 
theme  for  the  activity 

Other  economic  concepts  specifically 
dealt  with  in  the  activity 

Each  objective  should  specify  the  parti- 
cular learning  (knowledge  or  skill)  the 
student  is  expected  to  demonstrate 

A  brief  statement  explaining  the  signi- 
ficance of  the  activity.   The  statement 
may  focus  on  what  students  should  know, 
be  aware  of  or  be  about  to  do.   Or,  it 
may  focus  on  the  importance  of  the 
instructional  approach  being  used  (e.g.; 
use  of  gaming/simulation  for  motiva- 
tional purposes  or  for  purpose  of  having 
students  apply  certain  skills,  knowledge 
etc . ) 


All  materials  needed  for  the  activity 

Instructions  for  teacher/student  on  how 
to  carry  out  the  activity 

Description  of  strategies,  testing 
instruments,  or  other  materials  to  be 
used  for  assessing  student  learning 
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Follow-up         -   Further  activities  and  teaching 

suggestions  that  evolve  from  primary 
activities 

Cross-reference   -   Reference  to  other  areas  of  the  curri- 
culum where  the  concepts  identified 
could  be  taught 

Bibliography      -   Adapted  from  June  V.  Gilliard/ Joint 

Council . 
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NOTE  TO  TEACHERS 
DIVISION  ONE 

Grade  One:      The  Grade  One  activities  are  designed  for 

Topic  B:   Me  In  My  Family.   Activity  one 
focuses  on  the  difference  between  wants  and 
needs.   The  children  read  a  story,  develop  a 
language  experience  story  and  produce  a 
mobile. 

In  activity  two,  children  work  in  groups  to 
investigate  division  of  labor  and 
interdependence  by  producing  paper  bag  puppets 
and  puppet  skits.   NOTE:   the  story 
accompanying  these  activities  has  animals 
acting  as  humans.   Children  should  be  made 
aware  that  animals  do  not  really  act  this 
way. 


Grade  Two:      The  students  in  Grade  Two  must  plan  a  model 

neighborhood  as  the  culmination  of  the 
activities  in  Kanatakit  2B,  "Canadian 
Communities  -  the  same  or  different?"   Many 
economic  decisions  are  inherent  in  this  take. 
For  instance,  How  should  scarce  land  be  used? 
What  services  are  needed  in  a  country 
neighborhood?   What  should  be  done  with  a 
vacant  city  lot?   Which  small  businesses  are 
suitable  for  a  town  neighborhood? 

A  methodical  approach  to  decision-making  is 
taught  through  the  two  activities  developed  in 
this  document.   The  decision-making  chart  has 
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been  adapted  from  the  model  used  in  the 
Trade-Of f s  videotape  series  in  an  attempt  to 
provide  continuity  for  the  students  and 
teachers.   Both  activities  are  designed  to  be 
used  with  Kanatakit  2B  as  it  is  being  taught  - 
and  not  in  isolation.   Charts  are  provided 
which  suggest  appropriate  times  in  the  unit  at 
which  to  insert  the  economic  activities. 


Grade  Three:    The  economic  concepts  of  "interdependence"  and 

"trade  and  exchange"  are  explicit  concepts  in 
topic  3A  of  the  social  studies  curriculum  - 
"Interdependence  of  Communities  in  Canada 
Today".   The  activities  developed  for  this 
topic  can  be  used  in  conjunction  w>  th  the 
curriculum. 

The  first  activity  develops  an  understanding 
of  why  and  how  communities  are  dependent  on 
one  another  for  various  goods  and  services. 
The  second  activity,  which  also  deals  with 
interdependence,  shows  the  various  steps  that 
some  goods  go  through  from  the  producer  to  the 
consumer. 
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GRADE 


ONE 


ACTIVITY  1 
Topic  B:   Me  In  My  Family 
NEEDS  AND  WANTS 


1.1.1 


TITLE:  NEEDS  AND  WANTS 

RECOMMENDED  USE:    Grade  one,  Topic  B:   Me  In  My  Family, 

Activity  1. 

FOCUS  QUESTION:     What  are  the  differences  between  needs  and 

wants? 

TIME  REQUIRED:      Four  thirty  minute  periods. 

ECONOMIC  CONCEPT:   Needs  and  wants 

RELATED  CONCEPTS:   Scarcity  and  Surplus 

INSTRUCTIONAL  OBJECTIVES: 

After  doing  this  activity,  the  children  should  be  able  to: 

1.  Orally  express  examples  of  the  needs  and  wants 
depicted  in  the  story,  Flicker's  Family. 

2.  Orally  define  a  need  and  a  want  in  his/her  own 
language . 

3.  Orally  give  an  original  example  of  a  need  and  a 
want. 

4.  Select  examples  of  needs  and  wants  from  pictures  of 
everyday  goods. 

5.  Classify  pictures  of  goods  as  needs  or  wants  by 
cutting  and  pasting  them  under  the  appropriate 
headings. 


RATIONALE: 


The  purpose  of  this  activity  is  to  have  children  discover  the 


1.1.2 


difference  between  needs  and  wants.   Although  it  is  not 
stressed,  the  idea  that  scarcity  prevents  us  from  satisfying 
all  our  needs  and  wants  is  present  in  the  story  of  Flicker 
and  the  alternative  suggestions  in  the  follow-up  activities. 
This  activity  is  one  way  of  answering  the  question  listed 
under  the  knowledge  objectives  in  Topic   IB:   What  are  the 
differences  between  wants  and  needs? 


MATERIALS  REQUIRED: 

1.  Flicker's  Family  booklet.   One  copy  for  each 
student  of  pages  1  to  24.   Page  1  may  be  enlarged 
to  poster  size  by  using  the  opaque  projector. 

2.  Activity  cards  for  mobile  construction.   One  copy 
per  group  of  four.   Handout  page   _. 

3.  Colored  yarn  or  string  for  mobile. 

4.  Language  experience  chart  paper. 

5.  Cut  and  paste  sheet.   One  copy  per  student. 
Handout  page   _. 

6.  Scissors  and  glue  for  each  student. 

7.  Stapler. 
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PROCEDURES: 


1 .  Introductory  Activities 

Ask  the  children  what  we  need  or  want  right  now  in 
the  classroom.   List  ten  or  twelve  of  the  sugges- 
tions.  Ask  the  children  which  of  the  suggestions 
we  could  get  along  without.   Ask  which  suggestions 
we  could  not  get  along  without.   Circle  those  the 
children  consider  essential.   Ask  if  the  circled 
words  are  needs  or  wants.   Discuss  why  some  sugges- 
tions are  needs  and  some  are  wants. 

2 .  Core  Activities 

Use  a  Flicker  puppet  to  introduce  the  booklet, 
Flicker's  Family.   Ask  the  children  to  read  or 
listen  for  the  needs  and  wants  of  Flicker's  family 
(pages  1  to  24). 

Weave  the  children's  ideas  about  the  needs  and 
wants  from  the  story  into  an  experience  chart 
story.   Circle  those  things  that  Flicker's  family 
had  to  have  to  survive.   Compare  them  with  the 
children's  list  from  the  introductory  activity. 
Discuss  how  they  are  the  same  or  different. 

Look  at  page  15  of  Flicker's  Family.   Discuss  the 
difference  between  a  need  and  a  want. 

*  Possible  answers:   Needs  are  things  we  must 
have  to  live.   Wants  are  things  we  would 
like  to  have.   Wants  spoil  you  but  they  make 
you  feel  happy. 


1.1.4 

Agree  on  a  definition  for  each  term.   Print  the 
definitions  for  need  and  want  on  the  board  for 
permanent  reference.   Ask  the  children  to  tell  one 
need  they  or  their  families  have.   Check  with  the 
definition  to  see  if  the  choice  fits  the  criteria 
for  a  need.   List  several  that  fit  the  criteria 
under  the  definition  of  need.   Repeat  the  process 
with  wants. 

Display  the  activity  cards  for  the  mobile  construc- 
tion.  Check  that  children  can  differentiate 
between  the  printed  words,  NEED  and  WANT.   Explain 
to  the  children  that  they  are  going  to  sort  the 
picture  cards  into  needs  and  wants  by  placing  them 
under  the  right  word.   When  their  choices  have  been 
checked  by  the  teacher  and  they  have  explained  any 
choices  that  seem  not  to  fit  the  criteria,  the 
children  may  string  the  picture  cards  to  the  large 
NEED  and  WANT  cards  to  make  mobiles.   Divide  the 
class  into  groups  of  four.   Give  each  group: 

(a)  1  large  NEED  and  WANT  card:   Handout  page  . 

(b)  16  picture  cards:   Handout  pages    and   _. 

(c)  7  pieces  of  string:   1  long,  2  medium,  4  short 
pieces . 

Watch  how  children  divide  up  the  job  of  making  the 
mobile.   This  information  will  be  useful  in 
Activity  2,  page  .   Hang  mobiles. 

Ask  children  to  interview  their  parents,  brothers 
and  sisters  to  find  one  want  and  one  need  each 
different  family  member  has.   List  the  responses 
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under  want  or  need  according  to  the  definitions  for 
each.   Let  children  choose  one  want  or  need  to 
draw.   The  drawings  may  be  added  to  their  mobiles 
or  displayed  on  a  WANTS  and  NEEDS  chart. 
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3 .    Follow-up  Activities 


(a)  Read  the  book,  The  Wishing  Hat  by  Annegert 
Fuchshuber.   Discuss  how  values  influence  the 
choices  we  make  about  wants  and  needs.   Use 
the  story  for  language  arts  activities. 

(b)  Look  at  a  psychological  need.   Read  Arrow  to 
the  Sun  by  Gerald  McDermott. 

(c)  Two  Greedy  Bears  by  M.  Ginsburg  takes  a  very 
simple  look  at  the  trade-offs  we  make  in 
deciding  how  to  satisfy  our  wants. 

(d)  View  the  filmstrip,  The  Three  Wishes.   Discuss 
why  we  cannot  have  everything  we  want. 

*  Possible  answers:   "There  isn't  enough  for 
everybody."   "We  don't  have  enough  money." 
Introduce  the  concept  of  scarcity.   Ask  the 
children  what  is  scarce  for  them. 

(e)  Have  the  children  make  mobiles  to  take  home. 
Wants  and  needs  may  be  added  as  they  appear  in 
daily  life. 


EVALUATION: 

Ask  the  children  to  cut  apart  the  picture  cards  on  page    to 
paste  each  picture  under  the  heading  NEED  or  WANT.   Collect 
the  pages  to  determine  if  students  can  identify  needs  and 
wants . 
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PUPPET  PATTERN  SEWING  INSTRUCTIONS 


FABRIC: 

Any  firm  fabric  may  be  used.   Fake  fur,  blanket  cloth, 
corduroy  or  felt  would  be  suitable.   Although  felt  is  very 
easy  to  sew  it  does  not  wear  well;  children  put  their  fingers 
through  it  very  quickly. 


SEWING 


1.  Sew  ears  together.   Turn. 

2.  Sew  ears  into  head  darts  in  body  fronts. 

3.  Sew  one  body  front  to  body  back  with  right  sides 
together.   Start  at  bottom  outside  corner.   Sew  to 
end  of  head  piece  on  body  back. 

4.  Sew  second  half  of  body  front  to  body  back.   With 
right  sides  together,  start  at  bottom  outside 
corner  and  sew  to  end  of  head  piece  on  body  back. 

5.  Sew  body  fronts  together  starting  at  lower  edge. 
Stop  at  head  piece. 

6.  Match  side  seams  to  find  centre  back.   Sew  back 
dart  to  shape  neck. 

7.  Sew  tail  together.   Turn,  fold  raw  edge  under  and 
sew  to  body  back. 
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8.  Sew  hind  feet  together.  Turn.  Stuff  lightly  with 
scraps  of  material,  turn  raw  edge  under  and  sew  to 
body  front  about  1.5  cm  from  the  bottom  edge. 

9.  Turn  raw  edge  of  body  under  and  hem. 

10.    Embroider,  sew  or  glue  on  eyes,  nose  and  mouth. 
Add  whisker  and  paw  details  if  you  wish. 


ACTIVITY  2 
Topic  B:   Me  In  My  Family 
SHARING  WORK 
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TITLE:  SHARING  WORK 

RECOMMENDED  USE:    Grade  one,  Topic  B:   Me  In  My  Family, 

Activity  2. 

FOCUS  QUESTION:     What  is  specialization  and  how  can  we  use 

it  to  share  work? 

TIME  REQUIRED:      Three  or  four  thirty  minute  periods. 

ECONOMIC  CONCEPT:   Division  of  labor  or  specialization. 

RELATED  CONCEPTS:   Interdependence. 


INSTRUCTIONAL  OBJECTIVES: 

After  completing  this  activity,  students  will  be  able  to: 

1.  Draw  an  example  of  division  of  labour. 

2.  Orally  state  and  defend,  in  their  own  language,  an 
opinion  about  how  work  should  be  shared. 

RATIONALE: 

The  purpose  of  this  activity  is  to  allow  children  to 
investigate  sharing  work  through  division  of  labour. 
Students  will  produce  puppet  skits  to  practice  resolving  the 
issue  of  how  work  should  be  shared.   Because  workers  involved 
in  specialization  are  interdependent,  students  will  discuss 
the  advantages  of  cooperation. 

MATERIALS  REQUIRED: 

1.    Flicker's  Family  booklet.   One  copy  per  student  of 
pages  26  to  51.   Pages  26,  34,  43  and  49  can  be 
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enlarged  to  poster  size  by  using  an  opaque 
projector . 

2.  Gopher  puppets  -  Three  or  more. 

3.  Lunch  bags  -  One  per  child. 

4.  Construction  paper  -  One  8  cm  by  14  cm  piece  in 
yellow,  brown  or  black,  per  child. 

5.  Pencils,  scissors,  glue  and  crayons. 


PROCEDURES 


1 .    Introductory  Activities 

Ask  the  children  to  think  about  making  the  mobiles 
in  activity  one.   Discuss  how  the  groups  shared  the 
work.   The  following  questions  might  be  used: 

In  your  group,  did  one  person  make  the  whole 
mobile?   How  many  people  sorted  cards?   How 
many  put  pictures  on  the  string?   How  did  your 
group  decide  who  would  do  which  job?   Did 
another  person's  work  affect  your  part  of  the 
job? 

Summarize  the  ways  groups  had  of  working  on  the 
mobiles . 

*  Possible  answers:   "Working  alone." 

"Working  together."   Discuss  which  way  was 
better  and  why.  Discuss  which  would  be 
better  for: 
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-  reading  a  book         -  doing  the  dishes 

-  setting  the  table      -  sharpening  a  box 

of  pencils 

-  watching  television     -  drawing  a  pic- 

ture 

-  painting  a  mural       -  giving  a  puppet 

show 

-  getting  ready  to  go     -  getting  ready  for 
camping  a  picnic 

-  putting  gym  equipment   -  cleaning  the  yard 
away 


2 .    Core  Activities 

Review  the  problem  that  Flicker's  family  faced; 
that  is  how  to  meet  the  need  for  food,  shelter  and 
safety.   Ask  the  children  to  read  or  listen  to  find 
out  how  the  family  worked  (alone  or  together)  to 
meet  their  needs. 

Read  pages  26  to  51  of  Flicker's  Family.   If  you 
have  not  already  done  so,  introduce  the  three 
gopher  puppets  made  from  the  pattern  on  page   _. 
Call  the  puppets  Flicker,  Bob  and  Sunny.   Ask  for 
volunteers  to  operate  a  puppet  to  show  the  ways  the 
gophers  worked  to  get  what  they  needed.   Come  to  a 
consensus  in  each  case  (food,  shelter  and  safety) 
as  to  which  way  they  worked  -  together  or  alone. 

Divide  the  class  into  groups  of  three.   Give  each 
group  a  job  card  from  page   _.   Ask  each  group  to 
make  up  a  puppet  skit  to  show  how  Flicker,  Bob  and 
Sunny  might  do  the  job  listed  on  their  card.   Give 
the  groups  four  minutes  to  decide  what  to  say. 
Give  each  group  two  minutes  to  share  their  skit. 
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After  each  skit,  ask  the  group  if  the  puppets 
worked  alone  or  together  to  do  the  job  in  the  skit. 
When  the  class  agrees  with  the  answer,  ask  the 
group  to  fasten  their  job  card  to  the  board  and 
make  a  check  mark  under  the  heading  "Worked  alone" 
or  "Worked  together".   When  all  the  skits  are 
finished,  discuss  why  it  was  good  to  work 
together. 

*  Possible  answers:   "It  is  faster."   "We  can 
get  more  done."   "We  can  help  each  other." 
"Work  is  not  so  hard  if  you  share." 

Divide  the  class  into  groups  of  three.  Give  each 
group : 

(a)  3  lunch  bags. 

(b)  3  pieces  of  construction  paper,  8  cm  by 
14  cm. 

(c)  3  pencils,  1  box  of  crayons,  1  bottle  of 
glue. 

(d)  1  pair  of  scissors. 

Ask  each  group  to  make  three  people  paper-bag 
puppets  by  sharing  the  work.   No  one  should  make  a 
whole  puppet.   Each  group  must  divide  up  the  work 
so  that  one  person  does  part  of  each  puppet.   For 
example  one  person  could  draw  faces,  one  could  cut 
and  paste  the  hair  and  one  could  draw  and  color  the 
clothes.   Each  group  decides  who  does  what  job. 
Set  a  ten  minute  time  limit.   When  the  ten  minutes 
are  up,  leave  the  puppets  and  move  into  a 
discussion  group.   Answer  such  questions  as: 
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How  did  your  group  decide  who  would  do  which  job? 

*  Possible  answers:   "We  did  what  we  were  good 
at."   "We  did  what  we  wanted."   "We  all  did 
the  same  amount  of  work." 

If  the  groups  do  not  know  how  they  decided,  read 
pages  38  to  40  in  Flicker's  Family.   Discuss  how 
Flicker's  family  decided  who  should  do  which  job. 
Continue  with  questions  such  as: 

Did  the  way  other  people  in  the  group  worked 
make  any  difference  to  the  way  you  did  your 
part?   How?   Did  you  like  doing  the  same  thing 
all  the  time?   Did  you  depend  on  the  others  in 
the  group  to  get  the  puppets  finished?   Did 
others  depend  on  you? 

Look  at  page  50  and  51  of  Flicker's  Family  and  dis- 
cuss how  everyone  there  depended  on  each  other. 

Ask  the  children  to  use  their  paper-bag  puppets  to 
show  how  the  work  could  be  shared  in  each  of  the 

situations  listed  on  the  cards  on  page  .   Give 

each  group  four  or  five  minutes  to  decide  how  the 
work  will  be  shared.   Give  each  group  1  to  2 
minutes  to  present  their  skit.   After  each  skit  ask 
one  or  two  questions  like  the  following: 

What  did  depend  on  for?   (Use 

children's  or  puppet's  names). 

How  did  these  people  depend  on  each  other? 

How  did  these  people  work  together? 
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Who  depended  on  in  this  skit?   Why  did 

depend  on  ? 

What  other  way  could  this  group  have  shared 
the  work? 

How  did  's  actions  affect  the  other 

people  in  the  skit? 

What  would  happen  if  did  not  do  his/her 

part? 


Use  page  50  and  51  in  Flicker's  Family  or  as  a 
poster  to  reinforce  the  concept  of  interdependence. 
Some  of  the  same  questions  listed  above  could  be 
used. 

3.    Follow-up  Activities 

(a)  Use  the  puppets  to  role  play  cooperative 
behavior  or  independent  behavior  in  a  situa- 
tion relevant  to  the  classroom. 

(b)  Play  "Pass  the  Puppet".   Ask  the  children  to 
sit  in  a  circle.   The  teacher  puts  on  a  puppet 

and  says,  "(Child's  name)  is  good  at  ". 

Then  the  teacher  passes  the  puppet  to  a  child 
in  the  circle.   The  child  must  now  say  " (Child 

next  in  line)  is  good  at  ".   The 

puppet  is  passed  to  the  next  player  until  it 
has  been  all  around  the  circle.   Only  positive 
comments  are  allowed.   Players  may  choose  whom 
they  want  to  talk  about  instead  of  going  in 
rotation  but  there  is  the  danger  that  some 
people  will  be  left  out.   The  sentences  can  be 
varied  if  choices  or  good  qualities  begin  to 
lag  or  for  extra  rounds  of  the  game.   For 
example : 
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You  can  depend  on  to 


would  be  a  good  person  to  help 


(Build  a  tree  house,  snow  fort,  make  a  cake, 
etc. 

is  a  good  person  to  share  work  with 


because 


(c)   Use  the  puppets  from  the  Duso  kit  to  role  play 
family  situations.   Make  people  puppets  for 
the  children  to  use  in  language  arts,  social 
studies  or  drama  classes. 


EVALUATION: 

Ask  each  child  to: 

1.  Draw  an  example  of  at  least  three  people  sharing 
one  job. 

2.  Draw  one  example  of  how  work  should  be  shared  and 
tell  why  his/her  choice  is  the  best  way  of  sharing 
Print  the  reason  on  the  bottom  of  the  drawing. 

Collect  the  drawings. 
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GRADE        TWO 


< 


ACTIVITY  1 


Topic  B:   NEEDS  AND  WANTS 


i 


2.1.1 


TITLE: 
RECOMMENDED  USE 


FOCUS  QUESTION 


TIME  REQUIRED: 
MAIN  CONCEPTS: 


DECISION-MAKING  CARDS 

Grade  Two,  Topic  B 

Use  in  conjunction  with  Kanatakit  2B, 
"Canadian  Communities:   the  same  or 
different?"   See  chart  on  page  5. 

How  do  the  personal  values  of  members  of 
neighborhood  planning  groups  affect  the 
criteria  they  set  and  the  decisions  the 
groups  make? 

Eight  or  more  half  hour  periods. 

Decision  making 
Values 


INSTRUCTIONAL  OBJECTIVES: 
The  students  will  be  able  to: 

1.  Recognize  alternative  solutions  to  a  problem  as 
presented  on  a  problem  card  and  list  them  in  the 
appropriate  spots  on  the  decision-making  chart. 

2.  Identify  suitable  criteria  to  judge  these 
alternatives  and  list  them  on  the  chart. 

3.  Evaluate  the  alternatives  using  these  criteria  and 
arrive  at  a  decision. 

4.  Empathize  with  the  values  of  people  of  various  ages 
by  role  playing  family  members  engaged  in  the 
decision-making  process  as  it  affects  their 
neighborhood. 

RATIONALE: 


One  systematic  approach  to  decision  making  involves  the 
following  five  steps: 


2.1.2 


1.  define  the  problem 

2.  list  the  alternatives 

3.  state  the  criteria 

4.  evaluate  the  alternatives 

5.  make  a  decision 

These  steps  can  be  used  to  make  simple  economic  decisions 
such  as  "How  should  I  spend  my  allowance?"   or  more  complex 
social  decisions  such  as  "What  services  are  most  important 
for  my  neighborhood?" 

The  students  are  introduced  to  the  decision-making  model  and 
to  the  concepts  of  "alternatives"  and  "criteria"  through 
problems  at  a  personal  level.   As  the  students  discuss  these 
problems  in  small  groups,  the  differing  values  of  the  group 
members  should  become  evident.   The  students  are  eventually 
asked  to  "step  into  someone's  shoes"  and  make  a  decision 
about  a  neighborhood  planning  problem  while  role  playing  the 
character.   The  characters  for  role  playing  have  been  limited 
to  family  members  of  three  different  generations: 
grandparents,  parents,  children. 

When  only  one  person  makes  the  choices  there  is  no  problem. 
But  when  there  are  many  people  involved  in  the 
decision-making  process,  society  achieves  the  "best"  solution 
via  a  process  of  compromises.   This  process  is  at  the  heart 
of  the  democratic  system. 

Activity  One  (Decision-Making  Cards)  and  Activity  Two 
(Neighborhood-Planning  Kit)  develop  the  same  concepts  and  are 
both  used  in  conjunction  with  Kanatakit  2B.   The  following 
chart  indicates  appropriate  times  to  use  the  components  of 
each  activity. 


2.1.3 


ACTIVITY KANATAKIT  2B 

Decision-Making  Card  #1         Part  II,  Activity  3 


Neighborhood-Planning  Kit,       Part  II,  Activity  6 
Introductory  activity  2 


Decision-Making  Card  #2         Part  II,  Activity  8 


Decision-Making  Card  #3         Part  II,  Activity  9,  Step  A 


Decision-Making  Card  #4         Part  II,  Activity  9,  Step  B 


Decision-Making  Card  #5         Part  II,  Activity  9,  Step  C 

Neighborhood-Planning  Kit,       Part  II,  Activity  10 
Task  Cards  #1-4. 


Decision-Making  Card  #6         Part  II,  Activity  13,  Step  E 


Neighborhood-Planning  Kit,       Part  II,  Activity  13 
Task  Cards  #5-8 


Decision-Making  Cards  #7-8     Part  III,  Activity  2 


Neighbourhood  Planning  Kit,      Enrichment 
Task  Cards  #9,  10 


MATERIALS: 

1 .    Decision-making  chart:   one  copy  per  student  per 

problem;  wall  charts  and/or  overhead  transparencies 
of  the  chart. 


2.  1.4 


2.  Problem  cards:   may  be  duplicated  for  each  student, 
enlarged  into  wall  posters,  made  into  overhead 
transparencies,  or  mounted  on  cards  and  laminated. 
A  combination  is  probably  best  so  that  the  approach 
is  varied. 

3.  Role-playing  "shoes":   duplicate  one  set  per 
student.   You  may  not  need  them  all  but  you  will  be 
ready  for  any  situation  you  wish  to  invent. 


PROCEDURES 


1 .    Introductory  activities: 

(a)   Discuss  decisions  the  students  have  made  and 
how  they  made  them.   How  do  you  decide: 


what  to  do  after  school? 

what  to  buy  your  mother  for  her  birthday? 

how  to  spend  your  allowance? 

which  books  to  take  out  of  the  library? 

when  to  do  your  homework? 

when  to  go  to  bed  at  night? 

which  clothes  to  wear  today? 


As  you  discuss  each  problem,  point  out  the 
alternatives  (choices)  being  considered  and 
the  criteria  used  to  judge  them.   Use  a  wall 
chart  or  overhead  transparency  of  the 
decision-making  model  and  fill  it  in  as  the 
discussion  proceeds.   Repeat  this  process  with 
several  problems  until  the  students  can 
proceed  on  their  own  in  small  groups  or 
individually.   Group  members  can  help  each 
other  outline  choices  and  set  criteria.   But, 
each  decision  will  be  a  personal  one  at  this 
point.   Do  not  insist  on  group  consensus. 


2.1.5 

Have  each  student  complete  a  copy  of  the  model 
for  each  problem  they  discuss.   See 
"examples",  page   _. 

(b)   Begin  to  broaden  the  students'  horizons  by 

considering  criteria  other  people  might  set. 

(i)   Pose  many  questions  using  the  students 
themselves  as  the  subjects  of  the 
problems.   "If  you  were  in  Mary's  shoes 
would  you  rather  have  a  football  or  new 
pencil  crayons?"   Clarify  what  it  means 
to  "step  into  someone's  shoes".   This 
phrase  will  be  important  for  role  playing 
later. 

(ii)  What  criteria  did  your  parents  use  when 
choosing  the  kind  of  neighborhood  they 
wanted  to  live  in?   The  students  should 
interview  their  parents  about  these 
questions.   Graph  the  criteria  used  by 
their  parents. 


How  our  parent 
our  homes 

s  chose 

size  oooo 
cost  oooo 
style  ooooo 
location  oooo 

How  our  parents  chose 
our  neighborhood 

close  to  work  xxxxxx 
housing  available  xxxxxxx 
school  xxxxxx 

2.1.6 


2.    Core  Activities: 

Divide  the  class  into  discussion  groups.   Give  each 
group  a  problem  card.   Each  student  must  record  the 
problem  and  the  alternatives  on  a  decision-making 
sheet.   Give  each  student  in  each  group  a  "shoe" 
naming  the  character  he  is  to  role  play.   Each 
group  must  establish  criteria,  evaluate  the 
criteria  and  make  a  decision  as  they  think  the 
characters  they  are  role  playing  would.   Discuss 
the  results  with  the  whole  class: 


(a)  Why  did  you  have  trouble  in  making  a  decision 
in  your  group?   Did  everyone  agree  on  the 
criteria? 

(b)  How  did  the  values  of  the  imaginary  people 
differ?  How  did  this  affect  the  decision- 
making process? 

(c)  Did  you  use  the  process  of  compromise  to  reach 
a  decision?   Did  you  use  some  other  method? 

(d)  Do  the  needs  of  city,  town,  and  country 
neighborhoods  vary?   Did  you  consider  this 
when  making  your  decision? 


The  previous  paragraphs  describe  the  basic  format 
of  this  activity.   A  series  of  lessons  will  be 
necessary  beginning  with  a  high  level  of  teacher 
control  and  the  same  role  for  each  student.   As  the 
students  become  more  comfortable  with  role  playing, 
the  teacher  can  vary  the  roles  and  allow  the  groups 
to  work  more  independently.   Try  these  steps: 


(a)  Give  each  person  the  same  character  to 
role  play. 

(b)  Give  each  person  in  a  group  different  char- 
acters to  portray  but  duplicate  the  situation 
for  each  group. 
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2.1.8 


DECISION-MAKING  CARDS 

Problem  Card 
Decision-Making  Cards 
Role-Playing  Cards  -  "Shoes" 


2.1.9 


^        V  .  .    O  u 


2.1.10 


decision-making 

card 

#1 

Choose  the  best 

thing  to  do 

for 

your 

neighbourhood  : 

1. 

ciean 

your  yard 

2. 

be  f  r 

lendly 

3. 

drive 

slowly 

( 

iecisior 

i-rcaking 

card 

#2 

Choose  one  thing  every  ne 

ighbourhood 

should 

have  : 

1. 

community  hall 

2. 

park 

3. 

playground 

2.1.11 


decision-making  card  #3 

Choose  what  to  do  with  a  vacant  lot  In  the  city  : 

1. 

house 

2, 

playground 

3. 

parking  lot 

a. 

do  nothing 

decision-making  card  #4 


Choose  what  to  do  with  an  old  house  : 

1.  restore  it  to  look  like  new 

2.  change  it  to  look  modern 

3.  tear  it  down  and  build  something  new 


2.1.12 


decision-making  card  #5 

Choose  one  thing  to  do  for  fun: 

1. 

play  In  a  playground 

2. 

play  In  the  trees 

3. 

play  on  the  sidewalk 

4. 

play  in  your  house 

(feci  si  on-making  card  #6 

Choose  one  small  business  for  your  neighbourhood  : 

1. 

grocery  store 

2. 

restaurant 

3. 

McDonald's  fast  foods 

4. 

farmer's  market 

2.1.13 


decision-making  card  rj 

Choose  where  you  want  to  live  : 

1. 

city 

2, 

town 

3, 

country 

decision-making  card  #8 

Choose  the  home  you  want  to  live  in  : 

1. 

house 

2. 

apartment 

3. 

duplex 

4. 

mobile  home 

"SrEP    INTO    THEIR    SHOES"    role- play.i  n£    cards 
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ACTIVITY  2 


Topic  B:   NEIGHBORHOOD-PLANNING  KIT 


2.2.1 


TITLE: 
RECOMMENDED  USE 


FOCUS  QUESTION: 

TIME  REQUIRED: 
ECONOMIC  CONCEPT 
RELATED  CONCEPTS 


NEIGHBORHOOD-PLANNING  KIT 

Grade  two,  Topic  B.   Use  in  conjunction 
with  Kanatakit  2B,  "Canadian  Communities: 
the  same  or  different?"   See  the  chart  on 
page  . 

How  should  Canadian  neighborhoods  use 
space? 

Three  or  more  half  hour  periods. 

Decision -making 

Values 


INSTRUCTIONAL  OBJECTIVES: 
The  students  will  be  able  to: 

1.  Use  the  planning  kit  to  make  a  model  which  shows 
the  differing  population  densities  of  city,  town, 
and  country  neighborhoods. 

2.  Make  a  choice  between  alternative  services  to  add 
to  their  model  neighborhoods  by  completing  a 
decision-making  chart  with  their  group. 

3.  Set  criteria  which  reflect  the  values  of  the  group 
members  and  the  needs  of  a  city,  town  or  country 
neighborhood . 

4.  Draw  maps  of  the  neighborhoods  they  plan  from  the 
perspective  of  "looking  down". 

RATIONALE: 


Because  land,  labor,  and  capital  are  scarce  we  must  plan  our 
neighborhoods  carefully.   In  this  activity,  the  students 


2.2.2 


work  as  planning  groups  which  must  decide  which  services  to 
add  to  a  neighborhood.  The  following  decision-making  model 
is  used : 

1.  define  the  problem 

2.  list  the  alternatives 

3.  state  the  criteria 

4.  evaluate  the  alternatives 

5.  make  a  decision 

The  needs  of  city,  town  and  rural  neighborhoods  differ  and  so 
the  criteria  set  by  each  will  differ.   The  values  of  the 
planning  group  members  will  also  determine  the  criteria  they 
set.   There  are  no  right  or  wrong  answers  in  the  tasks 
presented  in  the  cards.   The  students  should  be  able  to 
defend  their  ideas  by  describing  how  the  needs  of  the 
neighborhood  and  their  personal  values  influenced  their 
decision. 

The  Neighborhood  Planning  Kit  also  provides  experiences  in 
mapping  the  neighborhoods  from  the  perspective  of  "looking 
down",  a  difficult  concept  for  young  children. 

MATERIALS: 

1.  Neighborhood-Planning  Kit:   consists  of  "road 
pieces",  "park  pieces",  and  building  cubes. 

2.  Task  cards:   display  them  in  a  learning  centre. 

3.  Decision-making  chart:   one  copy  per  student  per 
task. 


2.2.3 


PROCEDURES: 


1. 


Introductory  activities: 


(a)  The  students  should  be  familiar  with  the 
Decision-making  chart.   Use  the  ideas  in  the 
"Introductory  Activities"  of  the  Grade  Two, 
Activity  One,  page   _. 

(b)  Introduce  the  Neighborhood-Planning  Kit  by 
asking  the  students  to  "plan"  in  turn  a  city, 
a  town,  and  a  country  neighborhood.   If  you 
are  using  Kanatakit  2B,  do  this  after  Part  II, 
activity  6,  page  20.   The  students  should  be 
able  to  use  the  term  "population  density"  to 
describe  their  plans. 

Core  Activities: 

(a)   Put  the  Neighborhood-Planning  Kit  in  a 

learning  centre.   Display  the  first  four  task 
cards.   After  you  have  completed  Kanatakit  2B, 
part  II,  activity  9  each  student  should 
complete  at  least  one  of  the  four  tasks. 
Assign  the  students  to  planning  groups.   The 
following  general  directions  may  be  used: 


Choose  one  task 
Fill  in  a  decision-making  chart 
Plan  the  neighborhood 
Draw  a  map 


(b)   After  completing  Kanatakit  2B  part  II, 

activity  13,  put  task  cards  5-8  in  the  learn- 
ing centre.   Proceed  as  for  #1. 


2.2.4 


3.    Follow-up  Activities: 

(a)  Collect  and  display  newspaper  headlines  about 
neighborhood  planning. 

(b)  List  all  of  the  services  available  in  your 
neighborhood.   Help  the  students  to  classify 
them  as  those  paid  for  by  taxes  and  those  paid 
for  directly. 

(c)  Use  task  cards  9,  10  as  enrichment.   Tape  some 
cubes  together  and  label  as  hospitals, 
schools,  etc.   Give  the  price  list  to  one 
student  who  can  act  as  the  banker.   Each  group 
should  receive  the  amount  of  money  indicated 
on  the  task  card  (in  denominations  of  $1 
million).   After  completing  both  task  9  and  10 
discuss  the  question:   "Should  taxes  be 
lowered?" 

EVALUATION: 

Collect  the  decision-making  charts  and  the  maps.   Complete 
the  following  evaluation  checklist: 


2.2.5 


STUDENTS 


1.    Makes  a  model  showing  differing 
population  densities. 

2.    Choose  between  alternatives  by 
using  a  decision-making  model. 

3.    Set  criteria  reflecting  differing 
needs  or  values  of  groups. 

4.    Draws  maps  from  perspective  of 
"looking  down". 

CROSS-REFERENCE: 

Teaching  unit  2C,  "Should  some  services  be  provided  in  all 
communities?"   Adapt  the  task  cards. 


Kanatakit  2B,  "Canadian  Communities:   the  same  or  different?" 
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NEIGHBORHOOD-PLANNING  KIT 


How  to  Make 


Task  Cards 


Decision-Making  Chart 


2.2.7 


9     9 


NEIGHBORHOOD-PLANNING  KIT:   how  to  make 

1 .  Road  pieces: 

Duplicate  the  pattern  onto  gray  or  light  brown 
paper.   Laminate.   Cut  apart  along  the  lines.   Add 
centre  lines  with  white  pencil,  if  you  wish. 

2 .  Park  pieces: 

Duplicate  the  pattern  onto  light  green  paper. 
Laminate.   Cut  apart  along  the  lines. 

3.  Cubes : 

Cubical  counting  blocks  can  become  any  building  a 
student  can  imagine.   Piled  they  become  apartments, 
placed  side  by  side  they  are  duplexes  or  condomin- 
iums; used  individually  they  are  houses,  etc. 

Quantities  suggested  for  one  planning  group  of  four 
students : 

4  pages  of  Road  pieces 
2  pages  of  Park  pieces 
24  cubes 
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2.2.16 


IMPROVE  YOUR  NEIGHBOURHOOD 

Price  list 

(Cost  each  in  millions  of  dollars) 

road  $  1 

parking  lot  1 

small  store  1 

senior  citizens'  residence  ...  1 

hotel  , i 

restaurant  1 

park  2 

library  2 

police  station  2 

fire  station  2 

small  office  building  2 

school  3 

hospital  5 

small  shopping  centre  5 


2.2.17 


GRADE        THREE 


ACTIVITY  1 


INTERDEPENDENCE  OF  COMMUNITIES  IN  CANADA  TODAY 


3.1.1 


TITLE 


RECOMMENDED  USE: 


FOCUS  QUESTION 


TIME  REQUIRED: 


INTERDEPENDENCE  OF  COMMUNITIES  IN  CANADA 
TODAY 

Year  3.   The  activities  are  to  be  used  in 
conjunction  with  Topic  3A  -  "Interdepen- 
dence of  Communities  in  Canada  Today" 

How  are  cities,  towns  and  rural  commu- 
nities dependent  on  one  another  for  goods 
and  services? 

2  to  3  periods  of  thirty  minutes 


CONCEPTS 


1.  Interdependence 

2.  Exchange  of  Goods  and  Services 


INSTRUCTIONAL  OBJECTIVES: 

1.  Students  will  learn  to  differentiate  between  goods 
and  services  by  sorting  lists  of  cards. 

2.  Students  will  learn  which  goods  or  services  are 
found,  made  or  produced  in  a  rural  or  urban  commu- 
nity by  sorting  items  into  categories. 

3.  Students  will  develop  an  understanding  of  why  and 
how  communities  are  dependent  on  one  another. 

RATIONALE: 


This  activity  emphasizes  the  interdependence  among  cities 
towns  and  rural  communities.   Individual  communities  cannot 
supply  all  the  goods  and  services  they  require.   Because  each 
community  does  not  or  cannot  produce  all  the  goods  it 
requires,  the  community  is  dependent  on  other  communities  to 
supply  these  goods  or  services.   Goods  and  services  are 
exchanged  among  communities  so  that  individual  needs  can  be 
met . 


3.1.2 


Goods  are  things  that  are  grown  or  made  by  people  for  their 
own  use  or  to  sell  to  others.   A  service  is  work  done  for 
another  person. 

The  economic  activities  stress  our  dependence  on  other 
communities  to  obtain  the  goods  and  services  we  require. 

MATERIALS  REQUIRED: 

1.  Set  of  cards  pages  S  -  S.   Each  card  lists  a  good 
or  a  service.   (One  set  per  group.) 

2.  Question  Sheet  page  8.   (One  sheet  per  student.) 

3 .  Book  -  Canadian  Communities 

TEACHER  STRATEGY/PUPIL  ACTIVITY: 

The  economic  concepts,  "interdependence"  and  trade  and 
exchange  are  explicit  concepts  in  the  Year  Three  (topic  A) 
Unit.   Because  the  economic  concepts  are  explicit,  the 
activities  can  be  used  by  the  teacher  in  conjunction  with  the 
unit,  and  not  as  isolated  activities. 

Activity  One 

1.    The  first  activity  is  designed  to  show  how  urban 
and  rural  communities  are  interdependent.   Before 
the  activity,  have  a  discussion  about  rural  and 
urban  communities  so  that  the  students  understand 
the  terms. 

Have  the  students  hypothesize  about  what  a  "good" 
or  a  "service"  is.   Ask  them  to  give  examples. 
List  the  examples  under  the  appropriate  headings. 


3.1.3 

Some  examples  of  each  will  help  to  clarify  the 
meaning.   Milk,  pencils  and  chairs  are  goods.   Bus 
drivers,  doctors  and  garbage  collectors  supply 
services . 

Divide  the  class  into  groups  of  five  or  six 
students. 

Give  each  group  of  students  a  set  of  cards  (from 
pages  H)  which  have  a  good  or  a  service  named  on 
each  card.   Have  the  students  discuss  each  card  and 
then  sort  the  cards  into  two  groups  -  place  all  the 
goods  in  one  group  and  place  all  the  services  in 
another  group. 

Students  can  use  the  blank  cards  to  name  other 
goods  or  services. 

In  a  large  group  discuss  why  each  item  has  been 
categorized  as  a  group  or  as  a  service. 

Have  the  students  return  to  the  same  groups  of  five 
or  six  students.   Place  all  of  the  cards  in  one 
pile.   This  time  have  the  students  sort  the  cards 
into  a  rural  or  an  urban  group.   If  the  item  on  the 
card  is  a  good  or  service  that  is  found,  grown  or 
produced  in  a  rural  community  the  card  will  be 
placed  in  the  rural  group.   If  the  item  on  the  card 
is  a  good  or  a  service  that  is  found  or  produced  in 
an  urban  community,  the  card  will  be  placed  in  the 
urban  group.   Some  cards  will  fit  into  both  groups. 

When  the  groups  have  completed  sorting  the  cards, 

give  each  student  the  question  sheet  (page  ). 

Ask  the  students  to  answer  the  questions. 


3.1.4 

Review  the  answers  with  the  entire  class,  and 
discuss  how  communities  depend  on  one  another  for 
goods  and  services  (interdependence). 

CROSS-REFERENCE: 

Interdependence  -  Year  One 

Activity  Topic  IB 

-  Year  Five 

Activity  for  Topic  5B 

Trade  and  Exchange  -  Year  Five 

Activity  for  Topic  5B 

EVALUATION: 

1.  Informal  assessment. 

2.  Write  a  definition  of  a  good  and  a  service  in  your 
notebook.   Give  an  example  of  each  that  has  not 
been  given  before. 

FOLLOW-UP  ACTIVITY: 

1.    Read  "Canadian  Communities"  p.  50  to  64.   Look  at 
the  pictures  and  discuss  what  is  happening  in  each 
picture.   Ask  the  students  the  following  questions 
and  discuss  their  answers: 

(a)  Do  farm  families  grow  or  produce  much  of  their 
own  food? 

(b)  What  foods  do  farms  grow  or  raise  that  people 
in  the  city  need? 


3.1.5 

(c)   Why  do  people  living  in  a  town  or  city  depend 
on  farms  and  rural  communities  for  food? 

The  student  answers  could  be  placed  on  a  chart  or 
board. 
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3.1.8 


QUESTIONS 


1.    Name  some  items  that  are  grown  or  produced  in  a 
rural  area. 


2.    Name  some  goods  or  services  that  are  found  in  an 
urban  area  that  are  not  found  in  a  rural  one. 


3.    What  are  some  ways  that  urban  and  rural  areas 
depend  on  each  other  for  goods  and  services? 


4.    Why  is  lettuce  not  produced  in  the  city,  and  why 
are  cars  not  produced  in  a  rural  area? 


i 


ACTIVITY  2 


INTERDEPENDENCE  OF  COMMUNITIES  IN  CANADA  TODAY 


< 


3.2.1 


TITLE: 
RECOMMENDED  USE: 

FOCUS  QUESTION: 

TIME  REQUIRED: 
CONCEPTS : 

RELATED  CONCEPTS 


INTERDEPENDENCE  OF  COMMUNITIES  IN  CANADA 
TODAY 

Year  3.   The  activities  are  to  be  used  in 
conjunction  with  Topic  3A  -  "Interdepen- 
dence of  Communities  in  Canada  Today" 

What  steps  do  goods  go  through  from  the 
producer  to  the  consumer? 

2  to  3  periods  of  thirty  minutes 

1.  Interdependence 

2.  Exchange  of  Goods  and  Services 

1.  Production 

2.  Producer /Consumer 


INSTRUCTIONAL  OBJECTIVES: 

1.  Students  will  develop  an  understanding  of  the  terms 
"producer"  and  "consumer"  through  discussion  and 
working  with  examples. 

2.  Students  will  become  familiar  with  the  steps  that 
some  goods  go  through  from  the  producer  to  the 
consumer  by  working  with  the  steps  in  a  flow  chart. 

3.  Students  will  understand  how  Canadian  communities 
are  dependent  on  one  another  for  goods  and  services 
by  examining  the  steps  of  production. 

RATIONALE: 


This  activity  traces  the  flow  of  goods  from  the  producer  to 
the  consumer.   This  can  be  accomplished  by  tracing  the  steps 
in  production  from  the  original  source  to  the  consumer.   A 
producer  makes  the  goods  or  service.   A  consumer  is  a  person 
who  buys  or  uses  the  goods  or  services. 


3.2.2 


Items  go  through  several  stages  of  production  before  they 
arrive  on  the  shelf  at  the  store.   By  tracing  the  steps  of 
production  that  an  item  goes  through,  the  students  will  see 
how  communities  are  dependent  on  one  another  to  produce 
goods. 

Economic  concepts  are  interdependence,  and  trade  and 
exchange. 
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3.2.4 


MATERIALS  REQUIRED: 

1.  Set  of  cards  for  each  group  (pages  8)  listing  steps 
in  production. 

2.  Chart  to  be  used  as  a  flow  chart. 

3.  Set  of  transportation  symbols  for  each  group  (page 
8) . 

4.  Book   -   Canadian  Communities 
TEACHER  STRATEGY/PUPIL  ACTIVITY: 
Before  the  activity: 

1.  Duplicate  five  or  six  sets  of  each: 

(a)  stages-of -production  cards  (pages  8) 

(b)  transportation-symbol  cards  (page  8). 

2.  Place  each  set  of  cards  in  a  separate  envelope 
(eg.   place  in  an  envelope  all  the  cards  for  the 
steps  in  production  of  bread).   Do  same  for  other 
cards. 

3.  Place  the  set  of  transportation-symbol  cards 
(page  8)  in  separate  envelopes. 

4.  Prepare  a  wall  size  chart  that  can  be  used  as  a 
flow  chart.   The  "steps-in-production"  cards  and 
the  "transportation"-symbol  cards  will  be  placed  on 
this  chart. 


3.2.5 


ACTIVITY: 

Ask  the  students  to  give  a  definition  of  "producer"  and 
"consumer".   Ask  them  to  give  examples  for  each.   Discuss  the 
terms  and  use  examples. 

Tell  the  students  you  are  going  to  trace  the  steps  in  the 
production  of  bread.    Place  the  cards  on  the  board  randomly 
and  ask  the  students  to  place  them  in  order. 


EXAMPLE  FLOW  CHART 


bread  in  supermarket 


bakery 


flour  mill 


elevator 


farm 


ASK  AND  DISCUSS: 

1.  What  is  the  first  step  in  the  production  of  bread? 
(Farm) . 

2.  Why  do  people  living  in  a  town  or  city  depend  on 
the  farmer  to  grow  grain? 

3.  Do  all  the  steps  in  the  production  of  bread  happen 
in  a  rural  community?   Why? 


4.    How  do  people  in  the  flow  chart  depend  on  one 
another? 


3.2.6 


Use  the  same  flow  chart  to  show  how  materials  are  transported 
from  one  place  to  another.   e.g.  What  does  the  farmer  use  to 
take  his  grain  to  the  elevator?   (Use  truck  symbols). 

Divide  the  class  into  groups  of  five  or  six  students.   Dis- 
tribute the  envelope  with  the  steps-of-production  cards  and 
the  transportation-symbol  card  to  each  group.   Ask  the 
students  to  trace  the  steps  from  producer  to  consumer  by 
placing  the  cards  in  the  correct  order  (like  the  sample-flow 
chart).   The  students  can  identify  the  probable  means  of 
transportation  and  place  the  transportation  symbols  on  their 
flow  chart. 

Ask  how  people  in  each  step  of  the  flow  chart  are  dependent 
on  others  for  the  production  and  exchange  of  goods. 

Challenge  students  to  make  their  own  flow  charts  for  goods 
(eg.  French  fries,  pencils,  baseball  gloves). 
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3.2. 


EVALUATION: 


1.  Informal  Assessment. 

2.  Define  "producer"  and  "consumer". 

FOLLOW-UP  ACTIVITY: 

1.    Focus  Question:   Do  other  Canadian  communities 

depend  on  us  for  things? 

Although  Alberta  produces  a  great  deal  of  oil  and 
gas,  we  do  not  produce  all  the  goods  we  need.   Look 
at  the  book  "Canadian  Communities"  to  see  what 
other  provinces  produce,  that  we  need.   What  do  we 
produce  that  other  provinces  need?   How  do  the 
provinces  depend  on  one  another?   (Interdependence; 
trade  and  exchange). 

The  interdependence  can  be  shown  in  a  stylized 
chart . 

NOTE:   Please  use  your  own  community  for  the  chart. 


oil 

TORONTO 

fish 

clothing 
oil 

CALGARY 

VANCOUVER 

WINDSOR 

oil 

cars 

HOW  ARE  GOODS  SHIPPED  FORM  ONE  COMMUNITY  TO  THE 
OTHER? 


3.2.9 

2.    Focus  question:   Should  our  community  produce  more 

of  the  goods  we  need? 

What  goods  should/could  our  community  produce  to 
become  more  independent?   Which  goods  could  our 
community  not  produce?   Why?   Why  do  we  depend  on 
other  communities? 

Discuss  the  questions.   Students  could  do  a  report. 

BIBLIOGRAPHY: 

Carrol,  James  A.  &  Milberry,  Larry,  Canadian  Communities, 
Ginn  and  Company,  1975. 

CROSS  REFERENCE: 

Interdependence  -  Year  One 

-  Activity  for  Topic  IB 

-  Year  Five 

-  Activity  for  Topic  5B 


Trade  and  exchange  -  Year  5 

-  Activity  for  Topic  5B 
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ECONOMIC  CONCEPTS  AND  TERMS 


NOTE:   The  following  is  a  basic  resource  for  teachers, 
a  guide  to  the  terms  and  concepts  used  in  this 
handbook.   It  is  by  no  means  complete.   How- 
ever, the  authors  have  made  every  effort  to  be 
objective  and  accurate,  and  to  provide  examples 
relevant  to  Canadian,  and  in  particular  to 
Albertan,  experience. 

The  Section  is  organized  according  to  the  con- 
cept group  identified  by  the  Alberta  Foundation 
for  Economic  Education. 


Alberta  Foundation  for  Economic  Education 


CONCEPT  GROUP 


CONCEPr 


PAGE  NO 


A.   ECONOMIC  RESOURCES 


1. 

2 . 
3. 


4. 

5. 

G. 
7. 


Economics  

Scarcity   

Values,  Needs,  Wants: 
Goal  Setting  .... 
Factors  of  Production 
Land  and  Labor  .  .  . 

Technology   

Opportunity  Cost   .  . 
Decision  Making: 
Choice,  Criteria, 
Trade-Offs   


A.l 
A.l 

A. 2 

A. 3 

A. 4 

A. 4 


B.   EXCHANGE 


C. 


4 

6 

EFFECTIVE  RESOURCE 

1. 

ALLOCATION 

3. 

4. 
5. 


Trade  and  Exchange   .  .    B.l 

Role  of  Money  as  a 

Medium  of  Exchange   .  .    B.l 

Supply  and  Demand: 

Supply,  Demand,  Market, 

Market  Prices,  Market 

Equilibrium B.2 

Interdependence  ....    B.3 
Comparative  Advantage  . 


Resource  Allocation   .  .    C.l 

(a)  Specialization  and 
Division  of  Labor  ..    C.l 

(b)  Labor/Management 
Relations C.2 

Productivity , 

Efficiency  and  Waste  .  .    C.3 

Planning  and  Budgeting  .    C.5 

Wealth  and  Wealth 

Creation C.6 


D. 


NATIONAL  and 

1. 

INTERNATIONAL 

ECONOMIES 

2. 

3. 

4. 

5. 

Independence  and 
Interdependence   .  . 
Trade  Balances  and 
Distortions   .  .  .  . 
Wealth  Distribution 
Economic  Growth   .  . 
Statistical  Analysis 


D.l 

D.2 
D.3 
D.4 
D.4 


Economic  Problems: 

(a)  Recession D.5 

(b)  Depression D.5 

(c)  Inflation D.6 

(d)  Unemployment  ....  D.7 

(e)  "Stagflation"  ....  D.8 
Comparative  Economic 

Systems D.8 

Social  Benefits  and 

Costs  Externalities   .  .  D.10 


E.   BASIC  FINANCIAL 
LANGUAGE 


1.  Borrowing,  Debt  and 
Credit  

2.  Budget  Forecasting 

3.  Credit  and  Debit  . 

4.  Expense  and  Cost  . 

5.  Equity  and  Debt 

6.  Financial  Statements 

7.  Investment  .... 

8.  Deficit  and  Loss  . 

9.  Price,  Margin  and 
Markup  

10.  Profit  and  Savings 

11.  Return,  Interest  and 
Dividend  

12.  Revenue,  Income  and 
Cash  Flow   .... 

13.  Tax   


.1 
.1 
.1 
.1 
.2 
.2 
.2 
.2 

.2 
.3 


E.3 


.4 
.4 
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A.    ECONOMIC  RESOURCES 


1 .    Economics 


Economics  is  the  study  of  how  man  attempts  to 
satisfy  his  needs  and  wants  in  a  condition  of 
scarcity.   Because  of  scarcity,  choices  must  be 
made  about  what  to  produce,  how  to  combine 
resources  in  production,  and  how  to  share  the 
products.   Every  society  must  possess  some  means 
-  markets,  traditions,  judges,  or  whatever  -  of 
making  these  decisions.   The  decisions  that  are 
made  may  be  more  or  less  efficient,  just,  or  wise, 
but  they  are  made. 


2 .    Scarcity 


The  idea  of  scarcity  is  fundmental  to  the  study  of 
economics. 

Scarcity  exists  wherever  there  are  not  enough  goods 
and  services  to  satisfy  every  human  want.   An 
abstemious  hermit  may  want  only  the  few  crusts  and 
rags  that  he  has;  for  him,  scarcity  does  not  exist 
because  he  has  eliminated  it  by  reducing  his  wants. 
For  most  of  us,  our  wants  exceed  our  means,  and 
scarcity  exists.   People  in  severe  poverty  are 
short  of  basic  necessities.   Wealthier  people 
usually  would  like  even  more  good  things  than  they 
have.   The  idea  of  scarcity  is  separate  from  the 
idea  of  poverty.   The  idea  of  scarcity  is  tied  to 
the  idea  of  choice.   Anyone,  whether  rich  or  poor, 
must  make  choices  if  his  wants  exceed  his  means.   A 
child  with  only  twenty-five  cents  to  spend  on  candy 
must  choose  which  kind  to  buy  from  the  many  good 


A. 2 


kinds  he  likes.   Teachers  must  teach  less  than  they 
would  like  to  because  time  is  scarce,  and  must 
choose  what  to  include  and  what  to  leave  out.   The 
Government  of  Canada,  for  all  the  billions  of 
dollars  at  its  disposal,  cannot  do  everthing  the 
voters  would  like  and  must  choose  among  more 
defense,  more  welfare,  lower  taxes,  and  so  on. 
Because  of  scarcity,  each  society  must  have  some 
method  of  choosing  what  to  produce,  how  to  produce 
it,  and  how  to  share  the  product. 

3 .    Values,  Needs  and  Wants  -  Goal  Setting 

It  is  often  a  matter  of  opinion  as  to  what  is  a 
need  and  what  is  a  want.  Usually,  needs  are  thought 
of  as  satisfying  the  desire  to  live  by  providing 
the  basic  elements  of  survival;  air,  food,  clothing 
and  shelter.   Wants  satisfy  the  desire  to  live  a 
little  better.   People  in  Alberta  could  satisfy 
their  need  for  shelter  with  a  sod  house,  but  most 
people  want  something  better  in  housing.   Because 
of  our  wants,  we  eat  far  more  food  than  we  need  for 
survival.   Wants  are  shaped  by  taste,  values, 
income  and  the  price  of  goods  and  services. 
Values  -  our  judgments  or  feelings  about  what  ought 
to  be  -  influence  the  economic  choices  we  make  as 
citizens  and  nations. 

People  who  attempt  to  satisfy  their  wants  are 
consumers  and  the  process  of  satisfying  wants  is 
called  consumption.   Goods  and  services  that 
satisfy  wants  directly  (eg.  food,  houses,  cars, 
shoes,  toys)  are  consumer  goods  and  services. 
Producers  are  people  who  provide  goods  and  services 
through  the  process  of  production. 
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4.    Factors  of  Production:   Land  and  Labor 

Production  takes  place  in  households,  plants, 
factories  and  other  businesses.   To  carry  on 
production,  the  productive  resources  of  land, 
labor,  capital,  and  entrepreneurship  are  necessary. 
These  resources  are  often  called  the  factors  of 
production. 

( a )  Land  or  Natural  Resources : 

Natural  Resources  are  all  those  forces  and 
products  of  nature  available  for  use  by 
mankind.   These  resources  include  the  earth 
and  its  climate;  the  land  and  water  of  the 
earth  and  all  their  flora  and  fauna;  and  all 
the  accessible  and  known  mineral  wealth  which 
lies  beneath  the  surface  of  our  plant. 
Throughout  history  the  human  race  has  added  to 
these  resources  through  new  discoveries  and 
new  uses. 

For  the  purposes  of  our  present  study  we  shall 
refer  to  these  resources  simply  as  "land". 

(I  feel  it  is  misleading  to  limit  the  concept 
of  natural  resources  to  land  only,  without 
proffering  some  such  explanation.) 

(b)  Labor  or  Human  Resources: 

Labor  is  any  kind  of  productive  human  effort. 
It  can  be  manual  or  mental  exertion  for  which 
wages,  salaries  or  professional  fees  are 
earned.   Labor  includes  the  efforts  of  all 


A. 4 


people  involved  in  production  such  as 
administrators,  managers,  builders, 
researchers,  inventors,  professionals,  and  day 
laborers.   Both  the  number  of  people  and  the 
quality  of  their  labor  are  important  in  the 
production  of  goods  and  services. 

6 .  Opportunity  Cost 

Opportunity  Cost  means  that  resources  used  to 
satisfy  one  want  cannot  be  used  to  satisfy  another 
want.   When  we  choose  to  have  one  good  or  service 
we  must  give  up  another,  and  what  we  give  up  is  the 
opportunity  cost  of  what  we  choose, 

The  opportunity  cost  of  a  good  or  service  is  not 
all  the  other  goods  and  services  we  could  have 
chosen,  but  the  one  next  best  choice.   If  a 
community  chooses  to  use  a  tract  of  land  for  a 
park,  the  land  cannot  be  used  for  a  shopping 
centre.   If  a  teacher  uses  a  Sunday  afternoon  to 
mark  papers  rather  than  go  skiing,  the  skiing  trip 
is  the  opportunity  cost  of  the  marking. 
Opportunities  that  must  be  given  up  are  important 
considerations  in  systematic  decision  making. 
Opportunity  cost  is  a  key  factor  in  determining 
which  resources  man  will  develop  to  satisfy  his 
needs  and  wants. 

7 .  Decision  Making:   Choice,  Criteria,  Trade-Offs 

A  fundamental  aspect  of  economics  is  that  of  making 
decisions  -  on  what  to  produce,  which  resources  to 
use  and  how  to  distribute  the  output  of  production. 
Wise  use  of  scarce  or  depletable  resources  -  a 
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conciousness  of  the  opportunity  cost  of  using 
various  resources  is  an  important  part  of  economic 
decision  making. 

A  model  of  decision  making  is  helpful  in  ensuring 
that  the  right  choices  are  made.   One  systematic 
model  of  decision  making  could  be  as  follows: 

(1)  Define  the  problem; 

(2)  List  the  alternatives; 

(3)  State  the  criteria; 

(4)  Evaluate  alternatives; 

(5)  Make  a  decision. 

Alternatives  are  the  different  options  we  have. 
Criteria  are  the  reasons  we  decide  that  a  certain 
alternative  is  best  for  us  in  a  particular 
situation.   The  five-step  process  can  be  used  in 
both  individual  and  social  decision  making.   When 
many  people  are  involved  in  a  decision,  they  may 
attach  different  values  to  criteria.   Trade-offs 
are  made  to  accommodate  the  differing  values  and 
conflicting  goals  of  the  group. 

Some  decisions  need  not  be  an  all-or-nothing 
choice.   A  trade-off  is  giving  up  some  (not  all)  of 
one  thing  to  get  some  (not  all)  of  another.   Trade- 
offs can  involve  more  than  two  things  and  many 
combinations  are  possible.   Making  trade-offs  is 
not  always  the  same  as  sharing,  dividing  equally  or 
having  something  for  everyone.  What  is  given  up  and 
what  is  gained  must  be  considered  carefully  to 
ensure  that  the  benefits  exceed  the  costs  by  as 
much  as  possible.   Conflicting  goals  may  cause  a 
child  to  make  trade-offs  by  spending  his  lunch 
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money  on  candy,  juice,  apples  or  potato  chips. 
Students  often  make  trade-offs  in  time  for 
baseball,  homework,  chores  and  television.   Cities 
make  trade-offs  when  spending  tax  dollars  on 
streets,  sewage,  transportation  services,  fire  and 
police  protection. 


r 
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B .    EXCHANGE 


1 .  Trade  and  Exchange 

Individuals,  businesses,  regions  and  even  nations 
cannot  produce  all  the  goods  and  services  they 
desire.   Efficient  use  of  our  scarce  resources 
has  required  specialization  and  division  of  labour. 
Because  of  these  factors,  individuals  and  nations, 
etc.  must  exchange  goods  and  services  with  their 
counterparts . 

The  process  of  exchanging  one  thing  for  another  is 
called  trade. 

Trade  has  been  accomplished  by  barter  -  trading  one 
good  or  service  for  another,  or  through  a  medium  of 
exchange  such  as  money.   The  latter  has  proven  to 
be  the  most  versatile  and  practical  at  all  levels 
of  trade. 

It  is  easier  to  sell  my  guitar  for  money  and  then 
buy  the  trombone  I  wanted,  than  to  find  someone  who 
has  a  trombone  to  sell  and  also  wants  my  guitar  in 
exchange  for  it. 

2 .  Role  of  Money  as  a  Medium  of  Exchange 

Money  is  anything  generally  accepted  in  exchange 
for  goods  or  services. 

Any  commodity  with  established  value  used  in  trade 
is  a  medium  of  exchange.   Money  is  the  medium  of 
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exchange  commonly  used  to  facilitate  trade  because 
it  allows  society  to  escape  the  complications  of 
barter,  and  to  reap  the  benefits  of  geographic  and 
human  specialization.   Money  is  also  useful  as  a 
unit  of  account:  all  commodities  can  be  expressed 
in  money  terms  so  buyers  and  sellers  can  easily 
compare  the  relative  value  of  these  commodities; 
and  as  a  store  of  value,  money  made  today  can  be 
saved  to  be  spent  at  a  future  time. 

3 .    Supply  and  Demand 

(a)  Supply  is  the  quantity  of  a  good  or  service 
offered  for  sale  at  various  prices  at  a 
particular  time.   If  price  is  the  only  factor 
that  changes,  the  higher  the  price  the  more  of 
a  commodity  will  be  produced  and  offered  for 
sale.   The  converse  holds  true. 

(b)  Demand  is  the  quantity  of  a  good  or  service 
consumers  are  willing  and  able  to  buy  at 
various  possible  prices  at  a  particular  time. 
The  lower  the  prices,  the  greater  the  demand. 
The  converse  also  holds  true. 

There  are  other  influences  on  supply  and  demand 
that  could  alter  both  production  and  prices,  such 
as  advertising,  peoples'  tastes,  needs,  income, 
competition  and  so  on. 

(c)  A  Market  exists  when  buyers  and  sellers  come 
together  to  exchange  goods  and  services.  In 
the  market,  supply  and  demand  constitute  the 
sum  total  of  all  the  individual  decisions  to 
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buy  and  sell  in  the  market.   Interaction 
between  buyers  and  sellers  determines  prices. 

(d)  The  market  price  of  a  good  or  service  is  the 
price  that  prevails  in  the  market  at  any  given 
time.   In  theory,  competitive  markets  reflect 
conditions  of  supply  and  demand.   What  is 
produced  at  the  lowest  possible  price,  is  of 
good  quality  and  meets  a  need,  will  attract 
the  greatest  number  of  buyers. 

In  other  markets,  prices  may  reflect  monopoly 
influences  or  government  regulations. 

(e)  Market  equilibrium  occurs  when  market  prices 
remain  constant.   When  changes  do  occur  a 
series  of  reactions  are  set  off  until  a  new 
equilibrium  can  be  established. 

4.    Interdependence 

When  an  economy  is  based  on  specialization  (each 
individual  doing  what  he/she  does  best)  and  uses  a 
system  of  trade  and  exchange  to  obtain  other  goods 
and  services  desired,  the  people  in  the  economy 
become  interdependent ♦ 

Interdependence  exists  among  individuals, 
businesses,  regions  and  countries. 

Alberta's  main  resource  base  consists  of  oil  and 
gas  and  agriculture.   Sale  of  these  products  to 
other  parts  of  Canada  which  do  not  have  an 
abundance  of  these  resources  yields  income  which 
may  then  be  used  to  buy  industrialized  goods  not 
available  cheaply  in  Alberta. 
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EFFECTIVE  RESOURCE  ALLOCATION 

1 .  Resource  Allocation 

The  allocation  of  resources  is  the  distribution  of 
resources  among  different  uses  and  users.   An 
essential  characteristic  of  resources  is  that  they 
be  scarce  relative  to  the  total  flow  of  goods  and 
services  which  society  would  like  to  produce  with 
them.   Hence,  a  basic  problem  of  every  economic 
system  is  the  means  of  achieving  the  use  of 
resources  that  will  produce  maximum  efficiency  in 
terms  of  the  optimum  satisfaction  of  needs. 

Resources  should  be  channelled  into  the  production 
of  goods  and  services  that  consumers  or  government 
want  most  and  should  be  prevented  from  entering  the 
production  of  goods  and  services  that  consumers 
want  least.   In  addition,  they  should  be  allocated 
to  the  most  productive  industries. 

In  theory,  the  optimum  allocation  of  resources  may 
be  achieved  through  the  workings  of  the  pure 
free-enterprise  system,  in  which  resources  move 
from  low-paying  to  higher-paying  uses.   Payment  or 
the  current  demand  for  them.   For  example,  if  the 
people  of  a  community  are  sufficiently  concerned 
about  damage  to  their  environment,  and  are  willing 
to  make  the  necessary  sacrifice,  more  of  their 
resources  wil?  be  devoted  to  pollution  control. 

2.  (a)   Specialization  and  Division  of  Labor 

Specialization  and  division  of  labor  mean 
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essentially  the  same  thing.   Different  people 
do  different  jobs.   Shoemakers  make  shoes, 
surgeons  perform  operations,  farmers  grow 
wheat,  and  so  on.   The  amount  and  the  quality 
of  total  production  are  vastly  improved  this 
way,  compared  with  a  situation  in  which  each 
person  makes  his  own  shoes,  does  his  own 
doctoring,  grows  his  own  food.   In  modern 
economics,  specialization  is  often  carried  to 
a  very  high  level  indeed,  as  in  the  case  of 
assembly-line  workers  who  specialize,  not 
merely  in  making  cars,  but  even  in  attaching 
one  small  piece  to  each  new  car. 
Specialization  makes  people  dependent  on  each 
other  in  two  ways.   First,  each  person  depends 
on  others  to  supply  the  food,  shelter,  and 
other  goods  and  services  he  consumes.   Second, 
with  the  high  degree  of  specialization  found 
in  modern  economics,  each  person  depends  on 
numerous  co-workers  for  the  completion  of  the 
product  they  are  jointly  producing,  and  thus 
for  his  income  from  the  sale  of  the  product. 
Division  of  labor  gives  us  more  income  or 
leisure,  but  at  the  cost  of  making  each  of  us 
less  self-sufficient  and  more  dependent  on 
others,  and  in  some  cases  at  the  additional 
cost  of  giving  us  boring,  repetitive  work; 

(b)   Labor/Management  Relations 

In  most  industrial  societies  labor/management 
relations  have  become  important  to  the 
stability  and  growth  of  the  economy.   If  they 
are  amiable,  business  can  proceed  with  the 
production  of  goods  and  services.   If 
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relations  are  poor,  workers  strike  or  are 
locked  out,  production  is  stopped,  and  other 
sectors  of  the  economy  can  be  adversely 
affected . 

In  Canada  labor  and  management  are  often  in 
adversary  roles.   Management  wants  to  run  the 
business  in  a  manner  that  maximizes  profits. 
On  the  other  hand  labor  wants  wages  to  be  high 
so  that  workers  can  purchase  more  goods  and 
services  and  thus  improve  their  standard  of 
living.   Labor,  also  wants  working  conditions 
to  improve.   Management  cannot  do  this  without 
increasing  prices  and/or  decreasing  profits. 
Disputes  resulting  from  these  opposing  views 
are  usually  settled  through  collective 
bargaining.   Government  intervention  and 
binding  arbitration  are  used  when  the 
collective-bargaining  process  breaks  down. 

3.    Productivity,  Efficiency,  and  Waste 

(a)   Productivity  is  the  efficiency  with  which 

factors  of  production  are  used.   More  specifi- 
cally, productivity  is  the  measure  of  goods 
and  services  produced  by  a  certain  unit  of  a 
factor  of  production  in  a  given  period  of 
time.   The  factor  whose  productivity  is  most 
commonly  measured  is  labor.  The  productivity 
of  labor  is  normally  measured  as  output  per 
man  per  year,  or  output  per  man  per  shift  or 
per  hour.   (e.g.  output  of  automobiles  per 
man-hour ) 

The  motive  for  increasing  productivity  is  to 
produce  more  goods  at  a  low  cost  while  main- 


♦ 


C.4 


taining  quality.   Actual  productivity  depends 
upon  many  variables  such  as  the  development  of 
technology,  the  volume  of  capital, 
organization  and  management,  and  the  general 
quality  of  entrepreneurs  in  the  economy.   It 
also  depends  upon  the  education,  training, 
attitude,  efficiency  and  social  conditions  of 
the  work  force. 

(b)  Efficiency 

Economic  efficiency  occurs  when  the  most 
effective  decisions  concerning  the  allocation 
of  scarce  resources  is  made.   Maximum  benefits 
-  for  example  producing  cars  at  the  lowest 
possible  cost  relative  to  satisfying  the 
greatest  number  of  people  -  is  a  result  of 
high  efficiency. 

In  a  broad  sense,  efficiency  refers  to  the  way 
in  which  all  the  factors  of  production  are 
used  to  obtain  maximum  output  in  the  economy 
at  the  lowest  possible  cost. 

The  efficiency  criterion  is  difficult  to  apply 
since  the  production  capabilities  of  a  system 
are  constantly  changing.   Thus  an  economy  must 
constantly  adjust  its  economic  allocations  to 
achieve  efficient  operation. 

(c)  Waste 

Waste  is  the  product  of  inefficiency  in  the 
economic  system.   Economic  waste  involves  the 
inability  to  maximize  the  satisfaction  of 


C.5 


wants  with  the  optimum  use  of  resources.   It 
involves  the  misuse  of  resources  to  produce 
goods  or  services  that  satisfy  fewer  or  less 
intense  wants  than  could  have  been  satisfied 
by  different  means.   For  example,  when  farmers 
produce  too  many  eggs  for  the  market,  eggs  are 
either  dumped  -  a  complete  waste  -  or  are  they 
used  for  something  other  than  food. 

4.    Planning  and  Budgeting 

(a)  Central  Planning  means  deciding  how 
individuals,  groups  or  nations  use  the 
productive  resources  of  the  society.   The 
amount  of  central  planning  going  on  in  a 
society  indicates  the  extent  to  which  the 
political  process,  rather  than  the  market 
process  is  making  the  economic  decisions. 
There  is  no  country  in  the  world  today  in 
which  governmental  economic  planning  is  not 
important.   It  occurs  partly  in  market- 
directed  economies  and  in  the  command 
economies  of  communist  countries. 

In  fact,  central  planning  is  the  institution 
established  by  the  Communist  states  to  achieve 
their  long-term  goals  (five-year  plans)  of 
economic  growth  and  development. 

(b)  A  budget  is  a  descriptive  plan  of  one's 
expected  sources  of  income,  expenditures  and 
the  resulting  balance  -  either  profit  or  loss. 
Usually  budgets  are  made  on  a  yearly  basis,  a 
five-year  basis  -  more  suitable  for  long-range 
planning  -  or  for  shorter  periods  of  time,  for 
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example,  a  monthly  budget  in  the  family- 
household. 

On  a  national  level ,  a  budget  is  the  annual 
statement  from  the  minister  of  finance  either 
provincial  or  federal,  setting  out  the 
government's  expected  revenues,  spending  and 
anticipated  surplus  or  deficit. 

The  budget  speech  usually  is  an  indicator  of 
government  action  on  the  economy,  planned 
changes  in  taxes,  tariffs  and  so  on. 

In  general ,  a  budget  is  used  for  central 
planning  -  projecting  allocation  of  scarce 
resources  such  as  money,  equipment,  labor. 

5.    Wealth  and  Wealth  Creation 

Everyone,  it  seems,  has  a  desire  to  be  "wealthy"  or 
at  least  to  accumulate  "wealth".   Wealth  however, 
has  different  meanings  for  different  people.   For 
some  it  may  mean  a  big  house  and  lots  of  money  in 
the  bank  while  for  others  it  may  be  a  good  marriage 
and  good  health.   For  economic  purposes  wealth  must 
be  measurable  and  marketable. 

Simply,  wealth  is  the  sum  total  of  an  individual's 
material  possesions  valued  at  market  prices.   The 
market  price  valuation  implies  that  these 
possessions  can  be  sold. 

(a)   Wealth 

Wealth,  or  the  market  value  of  one's 
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possessions  can  consist  of  both  tangible 
possessions  -  property,  antiques,  a  car, 
shares,  or  money  in  the  bank,  or  intangible 
possessions  -  skills  or  knowledge  that  can  be 
used  to  generate  income. 

(b)   Wealth  Creation 

Wealth  is  not  income;  rather  it  is  used  to 
generate  income.   The  more  wealth  one  has  the 
more  income  one  can  obtain.   You  can  earn 
income  by  renting  your  house  to  a  tenant  for 
a  profit  or  by  selling  your  carpentry  skills  • 
both  of  which  permit  you  to  accumulate  more 
future  wealth  through  increased  income. 

National  wealth  is  the  total  value  of  all 
individuals'  possessions  and  public  assets 
such  as  Crown  lands,  public  buildings  and  so 
on. 
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D.    NATIONAL  AND  INTERNATIONAL  ECONOMIES 
1 .    Independence  and  Interdependance 

(a)  Independence  here  means  self-sufficiency,  or 
freedom  from  reliance  on  others.   Individuals 
or  groups  may  seek  this  independence  for 
various  reasons.   A  hermit  may  want  privacy 
and  quiet  for  contemplation.   A  religious 
group  may  wish  to  isolate  itself  from 
influences  of  which  it  disapproves.   A  nation 
may  wish  to  avoid  reliance  on  neighbors  it 
does  not  trust. 

Economic  independence  is  difficult  to  achieve, 
even  for  those  who  want  it.   Specialization 
and  exchange  yield  great  benefits  but  they 
lead  individuals  and  nations  to  depend  on  each 
other  in  trade. 

(b)  Interdependence  occurs  when  an  economy  is 
based  on  specialization  and  trade  and 
exchange,  as  are  most  national  economies.   The 
Canadian  economy  has  a  high  degree  of 
interdependence  among  individuals,  businesses 
and  regions.   This  results  in  a  circular  flow 
of  finished  goods  and  services,  productive 
services  and  money  payments. 

In  the  private  sector,  households  provide 
their  labor,  savings  and  property  to 
businesses  which  use  them  to  produce  consumer 
goods  and  services;  these,  in  turn,  are  sold 
to  households.   This  circular  flow  of 
resources  and  finished  goods  and  services  is 
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paralleled  by  a  reverse  flow  of  money. 
Producers  pay  wages,  interest  and  other  forms 
of  income  to  households  who  then  spend  this 
money  buying  goods  and  services  from 
producers . 

The  presence  of  the  government  sector  results 
in  additional  flows  of  productive  services 
from  households  and  businesses  to  governments 
and  of  goods  and  services  from  governments  to 
households  and  businesses.   The  counterflow  of 
money  is  similar  to  that  in  the  private 
sector. 

This  idea  of  interdependence  when  expanded  to 
the  international  system  helps  to  explain  the 
need  for  trade  and  commerce. 

2 .    Trade  Balances  and  Trade  Distortions 

(a)   Trade  balance  refers  to  the  balance  of 

payments  measured  by  the  difference  between  a 
country's  receipts  for  total  exports  and  its 
payments  for  total  imports.   When  exports 
exceed  imports  the  difference  is  described  as 
a  balance  of  trade  surplus,  or  "active" 
balance;  when  imports  exceed  exports  the 
difference  is  a  balance  of  trade  deficit,  or 
"passive"  balance. 

To  simplify  exports  and  imports  each  is 
divided  into  visible  and  invisible.   The 
visibles  are  goods  such  as  cars,  toys,  or 
food,  while  the  invisibles  are  services  such 
as  transportation,  interest  on  loans  and 
services  to  tourists; 


D.3 


(b)   Trade  distortion,  in  general  terms,  means  that 
goods  or  services  are  not  being  produced  by 
the  most  efficient  producer.   For  example,  if 
Alberta  chose  to  become  self-sufficient  in 
bananas  by  growing  them  in  heated  greenhouses, 
the  resulting  decline  in  imports  of  bananas 
would  be  a  trade  distortion.   There  are  many 
possible  causes  of  trade  distortion,  such  as 
tariffs,  import  quotas,  inappropriate  freight 
rates,  subsidies  to  inefficient  producers,  or 
misaligned  exchange  rates. 

3 .    Wealth  Distribution 

The  distribution  of  wealth  in  a  society  -  the  way 
in  which  the  ownership  of  wealth  is  distributed 
amongst  various  members  of  society  -  is  of  major 
concern  to  governments,  businesses  and  individuals. 

In  western  societies  there  appears  to  be  greater 
equality  in  distribution  of  income  than  in  distri- 
bution of  wealth. 

The  control  over  resources  and  factors  of  produc- 
tion in  market  economies  tends  to  be  in  the  hands 
of  those  individuals  with  greater  wealth,  while 
governments  in  command  economies  control  most 
productive  resources  through  strict  income-and- 
wealth-distribution  planning. 

Capital  gain  taxes,  estate  taxes,  gift  taxes  and 
succession  duties  in  some  areas  are  meant  to 
prevent  huge  concentrations  of  wealth  and  power  in 
the  hands  of  a  few.   Some  such  taxes  have  been 
reduced  in  Canada  recently. 
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4.  Economic  Growth 

Economic  growth  is  the  increase  over  an  extended- 
time  period  of  the  total  production  of  the  economy 
and  output  per  person.   If  a  growing  population  is 
to  be  able  to  consume  more  goods  and  services,  more 
will  have  to  be  produced.   Economic  growth  creates 
jobs  for  the  growing  labor  force,  encourages 
specialization,  and  rewards  the  development  of 
advanced  technology.   There  are,  as  a  result,  many 
claims  on  the  economy  for  more  consumer  and  capital 
goods. 

If  an  economy  does  not  grow  and  the  material 
expectations  of  the  population  rise,  then  one 
person  or  group  can  have  more  only  if  others 
receive  less.   Such  a  situation  creates  both 
inflationary  pressures  and  social  tensions. 

The  adverse  side-effects  (air  or  water  pollution, 
urban  sprawl  and  congestion  etc.)  force  an 
appraisal  of  the  quality  of  economic  growth.   Thus, 
if  air  and  water  pollution  are  negative  results,  we 
face  trade-offs  as  we  seek  to  expand  energy 
supplies  and  protect  the  environment. 

5.  Statistical  Analysis 

Statistical  Analysis  is  the  evaluation  of  collected 
observations  that  can  help  in  explaining  economic 
development  and  economic  performance.   These  may 
relate  to  the  production  of  goods  in  a  nation,  the 
speed  with  which  money  changes  hands  among 
different  people,  the  volume  of  a  nation's  imports 
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and  exports  and  the  rate  by  which  a  nation 
increases  its  wealth. 

Statistical  Analysis  techniques  may  include  ratios 
(the  relationship  of  one  numerical  value  to 
another),  tables,  graphs  and  charts,  and  index 
numbers  (e.g.   the  Consumer  Price  Index). 

6 .    Economic  Problems 

Although  each  society  has  to  solve  the  problem  of 
scarcity,  there  are  a  number  of  other  problems 
which  must  be  confronted.   Among  these  are 
recession,  depression,  inflation  and  unemployment. 

(a)  Recession 

A  recession  occurs  when  an  economy  produces 
more  than  is  demanded.   As  a  result 
inventories  increase,  layoffs  occur,  and  less 
money  circulates.   This,  in  turn,  further 
restricts  the  amount  people  buy  because  they 
have  less  money  to  spend,  and  further  layoffs 
occur,  etc.   Thus,  a  slowdown  in  the  housing 
industry  soon  effects  the  entire  economy. 

(b)  Depression 

When  a  recession  is  severe,  it  is  called  a 
depression.   For  example,  the  downturn  in 
economic  activity  (recession)  in  1929  was  so 
great  that  it  became  known  as  the  Great 
Depression.   Characteristics  of  a  depression 
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include  high  unemployment,  falling  prices  and 
wages,  falling  production,  and  social  unrest; 

(c )   Inflation 

Inflation  may  be  defined  as  a  general  rise  in 
prices.   It  harms  those  whose  incomes  don't 
keep  up,  and  creates  social  tension  as  every 
group  tries  to  keep  up. 

Traditionally  inflation  was  thought  to  be 
caused  by  demand  in  excess  of  supply  which 
caused  prices  to  be  pulled  up.   This 
demand-pull  inflation  tended  to  be  greatest  in 
times  of  low  unemployment.   Consequently 
governments  devised  means  of  restricting  the 
money  flow  when  inflation  was  high  and 
unemployment  was  low  in  order  to  control 
inflation.   Inflation  and  unemployment  were 
thought  to  be  at  opposite  ends  of  a  continuum 
and  a  "good"  government  would  somehow  find  a 
happy  medium  between  the  two  extremes. 
However,  as  conditions  (high  inflation  and 
high  unemployment)  today  indicate,  there  have 
to  be  other  causes  of  inflation. 

Three  of  the  most  prominent  causes  are: 
cost-push,  sociological  factors,  and 
international  factors.   In  the  cost-push 
theory,  rising  prices  are  attributed  to  rising 
costs  of  production,  variously  blamed  on  trade 
union  wage  demands,  business  mismanagement  and 
high  markups,  or  government  tax  burdens. 
Hence  the  term  'cost-push'.   According  to  the 
sociological  theory,  people  have  become  more 
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selfish  and  grasping,  for  some  reason,  and 
these  new  attitudes  underlie  the  new 
cost-push.   The  third  view  attributes 
inflation  to  forces  beyond  our  control  on  the 
international  scene,  especially  the  driving  up 
of  the  price  of  oil  by  OPEC,  and  more 
generally  to  inflation  in  countries  other  than 
our  own. 

In  addition  to  cost-push,  demand-pull,  and 
possible  sociological  or  international 
problems,  there  is  also  the  problem  of 
inflationary  expectations.   Once  inflation  is 
entrenched,  people  expect  it  to  continue,  and 
in  acting  to  protect  themselves  against  its 
continuance  they  cause  it  to  continue.   This 
is  the  wage-price  spiral  that  makes  inflation, 
once  begun,  so  difficult  to  curb. 

(d)   Unemployment 

Unemployment  occurs  when  a  part  of  the  work 
force  is  not  used  in  some  productive  capacity. 
Thus,  an  economy  with  unemployment  is  not 
deploying  its  human  resources  to  their 
greatest  potential.   As  mentioned  above, 
unemployment  and  inflation  were  historically 
seen  as  two  ends  to  a  continuum  which  a 
society  has  to  somehow  balance.   In  other 
words  inflation  could  be  cured  by  increasing 
unemployment  and  vice  versa.   The  trick  was  to 
find  some  sort  of  happy  medium.   Although  many 
government  policies  are  based  on  this  idea, 
today's  conditions  indicate  that  it  can  no 
longer  be  accepted  as  completely  accurate. 
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Unemployment  has  many  causes.   Lack  of  skills 
or  education  on  the  part  of  workers  contribute 
greatly  to  it.   Industrial  stagnation, 
immobility  of  the  labor  force,  mechanization, 
and  social  conditions  are  also  causes. 
However,  the  largest  single  cause  of  mass 
unemployment  is  the  lack  of  demand  for  goods 
and  services  in  a  society. 

(e)   "Stagflation" 

The  word  "stagflation"  has  recently  been 
coined  to  describe  a  state  of  the  economy  in 
which  stagnation  coexists  with  high 
inflation. 

In  recent  years  the  industrial  West  has 
experienced  slow  growth,  high  inflation,  and 
high  unemployment,  in  spite  of  a  commitment  to 
full  employment  and  stable  prices.   There  is 
no  consensus  on  the  solution  to  this  problem. 
The  two  main  views  are  the  interventionist  - 
that  drastic  new  government  policies  are 
needed  in  the  area  of  price  controls;  and  the 
noninterventionist  -  that  the  private  sector 
of  the  economy  will  squeeze  out  these  problems 
over  a  few  years  if  monetary  and  fiscal 
policies  are  firm  and  steady. 

7 .    Comparative  Economic  Systems 

Although  all  societies  are  faced  with  the  problem 
of  scarcity,  the  manner  in  which  they  deal  with  it 
varies  considerably.   Economists  have  been  able  to 
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group  economies  into  four  general  categories: 
traditional,  market,  command,  and  mixed. 

Traditional  economies  answer  the  problem  of 
scarcity  and  the  basic  economic  questions  (what? 
how?  and  for  whom?)  by  relying  on  the  traditions  of 
their  forefathers.   The  Plains  Indians  did  this 
before  the  arrival  of  the  White  Man. 

Market  economies,  sometimes  called  private  enter- 
prise or  price  systems,  rely  on  the  market  to 
answer  the  basic  economic  questions.   In  this 
system,  individuals  are  left  to  fend  for  them- 
selves.  The  role  of  government  is  minimal  in  that 
it  is  seen  as  a  definer  of  contacts,  an  arbiter  in 
disputes,  and  a  maintainer  of  peace.   The  market 
system  received  its  initial  impetus  from  Adam 
Smith's  Of  the  Wealth  of  Nations.1   Although 
Canada  and  the  United  States  are  based  on  this  type 
of  economy,  they  do  not  have  completely  pure  market 
economies.   In  fact,  there  are  no  pure  market 
economies  in  the  world  today. 

Command  economies  require  a  central  planning 
authority  (CPA)  to  answer  the  basic  economic 
questions.   They  require  a  great  deal  of  planning 
and  a  large  bureaucracy  to  carry  out  the  detailed 
plans.   The  CPA  must  be  closely  associated  with  the 
political  sector  of  society  because  economic 
decisions  will  have  to  reflect  overall  political 
objectives.   There  is  little  room  for  individual 
enterprise  in  command  economies  as  humans  are 
considered  just  another  resource  which  can  be 
utilized  to  meet  an  overall  objective.   There  are 


D.10 


no  pure  command  economies  in  the  world  today. 
Instead  there  are  mixed  economies. 

Mixed  economies  combine  aspects  of  both  the  market 
and  the  command  economies.   For  example,  the 
government  may  decide  on  an  overall  economic  goal 
for  the  country  and  then  encourage  individuals  and 
corporations  to  attain  that  goal  through  taxation, 
incentives,  and/or  restrictions,  but  the  actual 
detailed  economic  activity  is  left  to  individuals 
and  corporations.   In  this  way  overall  planning  is 
combined  with  individual  talent  and  resourcefulness 
to  meet  the  needs  and  wants  of  the  society.   Mixed 
economies  can  be  placed  on  a  continuum  with  a  pure 
market  at  one  extreme  and  a  pure  command  at  the 
other.   All  countries  today  fit  somewhere  between 
the  two  extremes.   The  U.S.S.R.  would  be  closer  to 
the  command  while  Canada  and  the  United  States 
would  be  closer  to  the  market. 

8.    Social  Benefits  and  Costs  Externalities 

Externalities  are  side-effects  that  result  when  the 
production  or  the  consumption  of  a  good  or  service 
in  the  market  directly  affects  the  welfare  of 
others,  without  being  reflected  through  a  price 
mechanism.   Thus,  externalities  occur  in  both 
production  and  consumption,  and  have  both  positive 
and  negative  effects.   For  example,  smoking  in  the 
presence  of  nonsmokers  may  have  a  negative  effect. 
On  the  positive  side,  more  schooling  is  regarded  as 
beneficial  not  only  to  the  individual  but  to 
society  as  a  whole. 
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Positive  externalities,  those  having  social 
benefits,  can  be  stimulated  by  subsidizing  those 
activities  which  produce  them.   Negative 
externalities,  those  having  social  costs,  such  as 
the  pollution  of  air  or  of  water,  can  be  corrected 
directly  by  taxing  those  producing  the 
externalities,  giving  subsidies  to  help  eliminate 
the  externalities,  or  by  compensating  those  people 
directly  affected  by  them. 

Social  benefits  (or  costs)  are  private  benefits  (or 
costs)  plus  any  relevant  externalities.   That  is, 
the  social  benefit  of  something  is  the  benefit  to 
the  consumer,  plus  any  side  effects  on  others. 

Externalities  are  often  difficult  to  calculate. 
For  example,  how  does  one  determine  the  costs  of 
alcohol  abuse,  air  or  water  pollution,  child  abuse, 
wife  beating  and  the  side  effects  of  cigarette 
smoking  to  name  but  a  few  instances  where 
externalities  are  important? 
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E.    BASIC  FINANCIAL  LANGUAGE 

1 .  Borrowing,  Debt  and  Credit 

(a)  Borrowing :   to  get  something  from  another  with 
the  understanding  that  it  or  its  equivalent 
must  be  returned. 

(b)  Debt :   whatever  is  owed  (money,  goods  or 
services)  to  one  person  or  group  by  another. 

(c)  Credit :   a  promise  of  future  payment  given  in 
exchange  for  present  money,  goods  or  services. 

2 .  Budget  Forecasting 

Financial  planning  for  a  business,  government  or 
individual  to  allocate  expected  income  and 
expenditures  over  a  period  of  time,  usually  one 
year. 

3.  Credit  and  Debit 

(a)  Credit :   as  above. 

(b)  Debit :   a  record  of  indebtedness;   decrease  in 
revenue  or  net  worth. 

4.  Expense  and  Cost 

(a)  Expense :   cost  incurred  to  obtain  a  benefit  or 
bring  about  a  result. 

(b)  Cost :   the  outlay  needed  to  obtain  something; 
price. 
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5 .  Equity  and  Debt 

Equity  is  the  net  value  of  a  property  when  all 
charges  against  it  have  been  subtracted. 

6.  Financial  Statements 

The  annual  accounting  statement  of  business  includ- 
ing balance  sheet,  earnings  statement  and  that  of 
retained  earnings  and  surplus. 

7 .  Investment 

Investment :   the  expenditure  of  money,  time  or 
energy  for  some  future  profit,  benefit  or 
advantage . 

8 .  Deficit  and  Loss 

(a)  Deficit :   an  excess  of  liabilities  over 
assets;   an  expenditure  flow  over  an  income 
flow. 

(b)  Loss :   the  outcome  of  a  deficit  condition;  of 
money  outflow  exceeding  money  inflow. 

9.  Price,  Margin  and  Markup 

(a)   Price :   value  of  a  commodity  in  terms  of 

money;  in  buying  goods  and  some  services  it  is 
called  price ,  in  hiring  labor  srvices  it  is 
called  wages,  salary,  fee,  etc.,  in  borrowing 
money  or  capital  it  is  called  interest,  in 
hiring  land  or  buildings  it  is  called  rent. 
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(b)   Margin :   the  difference  between  net  sales  and 
the  cost  of  merchandise  sold,  from  which 
expenses  are  usually  met  or  profit  is 
derived. 

(b)   Markup:   the  difference  between  the  total  cost 
of  producing  a  particular  product  and  its 
selling  price  to  consumers. 

10 .  Profit  and  Savings 

(a)  Profit :   the  amount  of  revenues  remaining  from 
the  sales  of  products  after  all  operating 
costs  are  paid;  the  incentive  payment  which 
goes  to  induce  the  businessman  or  factory 
owner  to  take  risks. 

(b)  Savings :   the  difference  between  income  and 
spending,  which  can  either  be  hoarded,  or 
invested  to  earn  interest  or  dividends. 

11 .  Return,  Interest  and  Dividend 

(a)  Return :   money  received  as  a  profit  from  an 
investment  or  exchange. 

(b)  Interest :   the  market-determined  price  paid 
for  the  use  of  property,  usually  for  the  loan 
of  money. 

(c)  Dividend :   the  payment  given  to  stockholders 
of  a  corporation  or  cooperative,  representing 
a  share  of  the  profits  of  that  corporation  or 
cooperative. 
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12.  Revenue,  Income  and  Cash  Flow 

(a)  Revenue:   income  that  comes  back  from  an 
investment;  revenue  is  usually  talked  about  in 
terms  of  government  financing  and  in  the  field 
of  taxes  and  other  income  sources  collected  by 
the  State. 

(b)  Income :   the  amount  of  gain  or  money  one 
receives  in  a  given  period  of  time  from  work, 
from  ownership  of  property,  or  for  transfer  of 
payments. 

(c)  Cas-h  Flow:   the  amount  of  income  or  revenue  in 
the  market  at  one  time. 

13.  Tax 

Any  legally  levied  compulsory  contribution  to 
government  revenue,  can  be  broadly  divided  into 
direct  (a  tax  imposed  immediately  on  the  person  or 
body  who  is  intended  to  pay  it)  and  indirect  (a  tax 
borne  ultimately  by  consumers  when  they  buy  goods 
and  services).   The  latter  is  often  called  a  hidden 
tax. 
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